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Fore word 



This publication is one of a seri es of school fmance policy studies 
that the National Institute of Education (NIE/DHEW) is sup- 
portimg at the ECS Education Finance Ceiiter. It draws upon 
the center's ^chnical assistance aetivities with state legisla- 
tures mtid gowemorSi as well as its denaoQStrated knowltdie 
in this impoi^aiit field. MWb sponsorahip of this work is based 
an our conviction that the major burden for school flnanca 
refom now falls on the nations legislators and goveniors and 
that "goal oriented" research of this kind mil lead to a more 
informed and productive debate on the subject of school finance 
reforin. 

The emergence of this key role for state legislators and gov- 
ernors is the product of a aeries of important and far reaching 
court decisions. Beginning with the Serrano decision in Califor- 
nia, a number of state courts have directed state legislators 
and goverriora to reconstruct the ways in \^hich education re- 
sources are raised and distributed. In light of this state focus, 
it is partiGularly appropriate that ECS undertake research of 
this kind. 

We at NIE hope this publication will serve the needs of legia- 
lat4)ra, governors, state and local education officials and inter- 
ested citizens and thereby assist in the developmerit and 
impleinentation of more equitable and effective systems of 
school finance, 

Deiiis P. Doyle 
Chief, School Finance 

and Organiization 
National Institute cf Education 
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Introduction 



Aithough 1976 wat^ a quiet ymv for school finance retbrm. many 
states enactod new law^ in 1977, miiking a total of 25 states that 
have enacled relbrmB of thtlr el t-merilory and secondary educatiun 
finance BtructureH dunng the 1970s. The key feature of the nesv 
school aid programs in a revised general aid equalizati^)n formula 
that diritributOH more state aid tt> Hcho>1 districts low in property 
wealth. Indeed, the formulas in Califbrnia.Minnesotn. Montana and 
Utah hare recapture clauses under %vhich the state collects excess 
property taxGHraiHed in the wealth iestschonl districts tor redistribu- 
tion tu pf^orer districts, 

The types of equalization formulae that have been unacted can be 
elasHified into three categories; 

1) High^evul foundation prograniB mch a^ thone in Arizona, 
Florida, Indianu, Iowa, Minnej^ota, New Mexico, North 
Dakota, South Carolina, Tunness^u, LTtah ami Washington. 

2) Foundation prograntHau<|mented by guamnteed tax buHe or 
guaranteed yield progranis for diNtricts choosing to spend 
above the foundation level, nuch m those in CaliAirnia, 
Maine, MiHsouri, IMontana. South Dakota and Texan. 

3) Di'strict power equalization, ||uarantecd tax hane, guaran- 
teed yield or percentage equalisation programH that provide 
equal revenuun from Btate and loeal HOiirces for equal tax 
rntes*4uch an thnNe in Colorado. Connecticut. IllinoiF, Knn- 
flas, Michigan, New Jerney, Oh io and ViHconHin. 

Since many ntates are phLiHing in their ne^ programH over a three- 
Lo five-year period, the full impact of thu revised nnance ntructures 
will nut occur until the progmni^ are runded fully. 

A necond characteriHtic of the school finimc?^ reC. ii rMH enacted in the 
1970HisincreaHed attention to Htt'dcriipopuianionB requiring Hpecial 
education, compenHatoryeducatian or hi lingua hbicultural oducation 
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s^orvices. In fact, large percentagD increases in state aid haveucciirred 
in KtatisputjiiU educaLion upprupriationrf, At this limti, the hiilioariof 
dollars states arr^ spending for these services dwarft the half-bilHon- 
doJar federal role. However, the federal role should rke when ^^L. 
94^142 (The Educatinn for All Handicapped Children Acti in lulK' 
funded. Florida, Indiana, NJevv Mexico, South Carulina, South Dakota 
and Utuh are states that havu linked, by n pupihweighted Ibrniuhu 
th*^ distribution of state special education aid to the s^enerol aid 
lurmula, thus equahzmg the How of eategorical aid in th^? snnie 
nuinneras general aid, 

Nt/arly 20 statun have enactedcornpensatory oducatiun programs for 
economically or educationally cliBadvantaged students. Jllinaiw and 
Minnesota, moreover, recognise that it is concentratioa of poverty 
that produces the rnost stfver*j educational disadvantage. These two 
ritates allacatu greater dollar amounts per pupil as the concentration 
iii puvt-rty students inureases in local school district^?. 

I^ilingual prof^rams also arc rapidly being enacted in >^tates %vith 
eoncentrationHofstudentH (or %vhorTi English is not the firnt language. 
( 'nliftirnia. (>>lorado, MassnehuHetts. New Mexico, New Vork and 
Texas are states taking the lead in implementing thc^u pruKrarns. 

A third clement in the new schnoi finance reforinH is recngnition cjf 
the fiscal plights of many central city school districtn, as well as the 
high costs incurred by school districts in poor and isolated rural 
areas. Both sparsity and density factors help nnance Home of the 
higher crests incurred by theKC types of school districtH. Michigan, 
in fact, recognizees the drain on the education budget, bccnuse of^tho 
demand for non^education HcrviceB, and allocates additional state aid 
tuschoul districtH in which non-education tax ratOH exceed the Htate- 
wide average by more than 25 percent, 

A A^urth facLor that det^crlbu^* the rihapu of uewly eiiactud uuucaLiun 
finance structures is the increaning interest in and eniictm^nt of 
income facto; . The new IVlissouri formula ducrea^os the deduction 
tax rate ft)r the ffnindation portion of its formula for low-incoinc dis^ 
tricts and increases it ror high^incnme districts. Kan^an and Mary^ 
land measure local school dlHtrict flHcal cn\pncity by a combinatiori of 
property wealth and taxable income, CorMaecticut and Flhode Island 
Weight the property wealth me^isure by a median ffimily income 
ratio, the figures for which are iaken fr^ooi IJniterf StateH CenHus 
data, ralifbrnia, Illinois, Michigan, Nebm>d<ri, Ohm and WiscoriHin 
are Mtntes studying the rolo of income and puMsihIe ways of niudifV- 
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in^ their aid f)ruH nnn^ wi ih i nit hup fUctnrr^. Althcjiiah rurfx-nt innjfiu' 
Maf-ylancL MisHouri. Nt^hi^riMka. Svw \'i}vk, Dw^un and NS^HCnn^iii 
t'utinn Mji all statr inriniH^ tax wiuvur^.. 

A ! ! ! ( [ 1 ru'sv 4'It.MTH'rit nt sciit'* i| t i naf ■ rt'tniili j ^ t lu = i fita (^Mh lli^ j n! vVi:>- 1 
in )-\-ni' r(M;ci[t[^ iw ad i L r iiu' rU:- n\ - laru aM. I' ^iruia us^h a ciir^tM): = 
h% ing laitor. hul thai adju-linrnt !uih Imm-ii crit !i'l>^t.^d ^!^'cal)^^* i-sjsl-jif'' 
li' trm rl dtt'i'i'nu^'^^ art* lioi thi* Hanu- ii^ rHHl-olH'ciiR'al ion d i f"li' renews. 
Or.'f^nn arul \S t'st \"ir?iinia aUo havt' i lu est iL^aU'd cnstM)l-li \in*4 
aciju.-t nHMits. MisHniiri fia^ t'nnipk'tt'ci a twa^yt^nr ntudy (d t^jslMif^- 
^'ducatinn {litf(aaair»'H. andi 'aldhiaiia ha?^ ju?^t hcKiin a iiiajar studv 
lliai 1 1 1 lirijduf.?' L n-( -sfi M'diicai inn indK't'H tor isit h local ;-rhu(d 
ili^l rk{= I i^xa^^ al.-'ij drNadup rosl ad]u^ll^uaUs duriny [lu* iloxt 

>(-ar. 

/\ iniiii ?it.ai!rni in Uu- rt'^isc^ii ^iiauKti a l(i prti»^rafns is \i\v ^rawin^ 
iha^ nf tax aiui i*x f)t' nd d ur"i' cantrnls ta ^^lahilixi' pr'apta'tv tas rati'S, 
tluM'ofjy prpsfaUin^ I'diuMitiftn f*x|Haui ilurcs Irom inrrtMi^^in^ too 
r'apjtily, AltlniUuh tin' i'K])t'\]i\\{uvi' tairitrnlH in sona' states lia\i' 
fu'f nMir f )iitdatafl '^vit h the nat jan*s past hi|/h i"att's (d" intlat ain — anci 
actual ly \\n\)V(U' \ iia pro^ri'ss it\' linv-snandini^ districts in "twitcdiin^ 
up" wilfi iaMiH^^pandin^ disirii'ls - tlit^ um' af expendit in v cnntnils 
and iitK liant- cantauas-, f.oth m >c!hHd aid Idrmular^ as wad! a.^ a-, 
pro^r'a in - aia)! her Htati^ and hfcal sta^v ict's. Sehixd li narice speeia hs^^- 
; aid t lia tttaua i d puld u ?^fnadd V u^w the ihiai-'t pi^apia'! (ax ^ialn h- 
/a t ii )ii nn\ a a I h rrnt o! a propc at v tax resad t hi it in a hraader' t'on- 
lir- t I ii/en di ai la nds ha h ni i ( a t inns, tui t a xes a nd spiaichnu h' V(ds 
]Of liW iU iVi^]\]\ur\]\^ h»caL staU' aiui trcJerah 

In atiditioF! in rharailiaast les of t «l iHtri hii I ion si(U' of" the scdiool 
llnancc* relorin^ passed in the IU7t)s are tlie pn)f)erty tax rehof and 
rt^finan laea^an'e;- 1 fiat ha\t' at eonipa nu'd (he riddrins on tfie taxiilian 
.■ :<b\ .\i";/taia, ('olurarlij. Kan. a -, ^dinii.'.uto. Xe^'i rl\ irv\ . Nurih 
l)aknla and \S'is(M>fi^in are statics in uhieh sehnoj iwMinvi' ridnrrn 
prour-i ms ah^^^h|(!dv jcduced tin- propia-ty lax hur<ien. New sehaol 
aid prf>;^?NHiH not iMd\" icduee prupeity taxes hut niake t f hurdcn 
inia'(' Can- on a ^eho(d fhstiart liasiH h{>(h \n' deereasinc tax ralos 
ni pof )[' S(da nd f hst r lets and \iV pros Khn 'ip la I re^ enrie ha- en » i ; d tax 
lato:-. M;aiy -states eonipkaiaait (ht^^a-hatjl aid haanida with -.. Mnii*- 
rinaiuetl eircaat hrt'iiker [)rot:rani id [a apei ty (ax rehi'l" Saeh a prn= 
«;ram hinits proptaay tax [layinents as a prrriail <d^ inefiitie (or Ityw- 
nieofrie lannhos and nunvifhials and thus la'oafes a propialv lax 
striietiire that is ecpntahh' \hv hoth schoid rh^-triets anci indis idnals. 
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MiniH'j^hta, Micluiiun and \Visciin>)n mIm' Unit h;iviM'SpafU!^'<l 

fhi.ir f'li'riMi hr^'a^stT nvn\n':\U\:^ irl \h(' '^nkv nt'sCfUH*] llllinu^i' rt.fs.rtil 
III \}V(>lA%'i :tll !(AV' inciniir hmi^t 'hulflN IV<Hn pruprHy l-ix <h i'ilHirJi^n>^ = 

A ilMal Isiijininrk oi schiiol tifiuiU't' vcloi-m iia- .1 l^w^t' I'xcvfw^i' 

in llv -latf tVcal Viilv.. Vnv thf IH -taU*^ th;il i'i\artvd -rlleul 
aid iul M jnac^r is > I ihu staUM olr nu'ri-aNLHi t n.Oi -l^* 11,01 |H'in^^-fU . 

\vitfi(nil mvrvii^v^ in state?^' sah'H 01 Uk'^uiU' tux rat^v. I pHv^^vt i% 
Minii^^Hita vt-xl^vd hnh corporate and iadiviciiiul 'tit^uiiH' tax run- 
ar f^uru)! its frniran. iiiai New dia"H**y fiTaLli'tJ an itiuuna' liix m lund 

III- irnpi^rtani t «5 iis ?[(^ ninr^Misaav t h;f l a fi j tKa^'MNi^ i a ^lar*^ H r^ah^aiia 
nf\-UaiH.aitary atul -urfjndniy ^.tlaxdr rai^ tJeciJi^ xvithaut a p i!\rt^O;i>ii' 
in stn t 111 ini ^(r^af ^'uFi! rid oi aaM -^id)iinlN, in luit h [''Inf'ida afhi 
Cajniirnia. Uir vKiunplv. tfu* ^chind Uid idUihHt'^ liasu hfM'i-i aia'ah' 
panit'U r>v a rrauinct' unanijt^H linii riul aniy iaiLiai raj^t'. I'ld in ^*Mai' 
t-ist'N nuiuii i'. (irct^nli^ali/atnjn dl' i^(fth InidRi'l aiid iulmuiHt j'at i^'a 

T[iu rcanMindrr of (hi^ IxjnkU't di^fUrscv many af tIu- r<-(unf if'Vrid- 
in rtiuratiah 1 1 na liru and divided jntn iliitM' f^iKah)!\r. Thr lii^Nl 
^rUtloH tii^:^rrd)f *H ■ lu' nc.v :-rhno! fni-i'V''/ l^fanrnn t'ui\VXrt\ \)y \\ tiUfip 

htM^ ui'st^ jti'S 1 n 1077 . \v*dl as sonH^ nnpartant nvKinasit "uiir paHsrd 
in utlu'C -iatrs ThiH st-fthin alna inijiudt^N an asuihinatiah ul fi^riau 
liiUrl drvi^^ians iii HidaH)! j Hianta' nml tjU' cdianMi'^ Unit ara ianv'^f^ni^ 
a J -t'laMi i riiiaiH"(' lit i^at aai si mu^iiU's. Hi'fiajii 1 1 pru\ ada.^ usaa 
\ \i'V^ <M a [Uindx^r nf pn hi ir pnUcV' \rs\U's MriiUad ta Nc^liacil linati^^'r 
rfdoia!! iilid rl!-ra-s*^> tfu' rasull:^ nf n'^uaiah taMidtU-ti^d nn tjiu^r 
Krin^- 'rh*' lar-t -*'r!uin ^isi'^- a hi ijd' fl('>.napl wai jjI s('h^M^I rinah^\ 
at^ti vjt [MS t^xprriecl til iivvwv in MCH i;,r aH a{) rlalas. A i^\hf^>.i\r^^ a( 
fnari\' ^^chixji finai hi ■ n iid tax li't nir is ^^iVrn la aii app'aifh^ 
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h Events In School Firsapce: 1977 



■ ♦ ,q7fi 19^7 wa^aba^^^iOryeapk,. newschooUmance 

i"^::rir;;^^ew oi:rw.. thei., to ^^^^ 

change in ^-chool Hnancing s^^^^ 
seven states passed bill, that ^^^'^^^^^ ^ . ^^^g^d impor^ 

ondary education finance ^'^^'^^^^^^tlMmon, many 
tant modifications to f^^^^l^^dr nnance mecha^ 
other states were conducing n^m.^t^jy ^^^ ^^ ^^^^ 

nisms, with the objective o. n,ak,n„ P°'' ^ also been 

.nnQ ic)7q Ipyislative sosaions. New rourt suu^ 
med.^md nos. litigation Btratesios aro bemg testea. 

, , . 1Q77 one of the concluding chapters was written in 

r.r„r.. The ™*-l'f;=*„,ra rv^S.o implement 

Now .J«r».iy «a. lh» lack «J ^ , i,|„,„„p„sed«n« 

acceptable vctorn,p™g,a^^^ 

c»ld „„t pas,, an |nc„n,e - •> ' S«P«^, Court took 

nnance the new plan, " -""i, ,„„ ,|,„ ,,ul,lie aclw'ols until the 
.,H. unptecedente "J r/yf^^or^U^^ »«1 

17''-'™", r; : p"aAa t t:S^^S>'0<■<^y th..<..ftet, I<..«i.|.- 

the nucehhaiy tax pacK. h norcent of incomes undei 

turo pasHed a statewide '"""^^/^'^^^.^^^^..^t The income 

,:,pi„. in nncembur 1977 unless reuuthonwd u> nov. KM^ « - 

Suhsecuently, the Now ''^^ £-;^:':!Utrt;:^n^ 
t,,ned int.; a ^^^J ^tT^^nahi^.^ 

Governor Brundon "^^ J^^^^j,, ,,,^,d very remote early m 
the tax. n mo 't^^^^ed that the New Jernoy public 

1977; howover, by poU nmt- ^^''"t . v if for no othor rOiiBon 
„„,l c,„„e t„ accept the nece.sity '^'j; "^^^^^^^gV „V ,,.n the 
U,a„ the lack "J a", reaj.na e ^'^ ^^^^^^^ ,ull in 
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soBsion, to pass legislation to extend the income tax, In early Decem= 
ber» the legislature responded and, with sizeable miirg-ins in both 
rhambers, made the New JerHey income tax permanent. In addition 
to iheriy political fbrcej^, another factor that may have* inacir' the in- 
come tax more agreeable wm that it accomplished, much to the Hur= 
prise of many, what it net out to accoinplinh: nainely, HubHtantiai 
prtHJerty tax i^elief in addition to funding school finance refbrin. 

In tlie .sunmier of 1977, California , responding to ity Serrano court 
mandate, pu^^i^d the oninihuH AB 6/5, which reprericnied net onl\' i' 
school finance policy change but also the setting of major parameters 
in elementary and secondary education policy in generaL Under this 
biil, the state will increase its role in financing public education 
by an additional S4.2 billion over the next five years. The new lasv 
increases the foundation program to provide all districts the revenuu 
per pupil of the school district at the 75th percentile Dxpenditure 
level, thus making the California system one of the highest foundie 
tion program.s in the country. Although the Hat grant of S 125 will be 
continued fur all districts, the new law alrio requires all districts to 
levy a minimum foundation tax rale and recaptureB a percentage of 
any funds that the minimum tax rate generates above the foundation 
expenditure. For districts choosing to spend above the ibundution 
expenditure level, additional tax rates will be power uqualized, 
including recapture, so that ecpial additional tax rates svill provide 
equal additional revenues per student. The state's compensatory 
education program was also expanded to target ni>\ ' state aid to both 
low- income students and students n'om families whose dominant 
language is not English. AB 65 also increases the state role in pro- 
viding aid for special education services for the handicapped. In add i^ 
tion, the 1 ) i 1 1 includes a de c 1 i n i n g en vn 1 1 me n t p ro vision, u n d er which 
7n percent of the enrollment decline may be counted for purposes of 
state aid in the first year of the decline and oO percent in the second 
year. Although the bill included a provisiori to compunHate dis- 
tricts for variable education costs, that section was vetoed by Gon^= 
erntjr Jerry Brown pending a rigorous study of education cost dil'fe!'- 
entinls being conducted by the Education ConuriisHiori of the States 
uiiHCUSsed below K 

One of the most intriguing aspects of Califbrnia's new bill is the 
attempt to generate inno\'ation and control of education at the lociil 
Hchool site level. Behools within schcHil disti'icts are eligi))le (or an 
additional $110 per pupil for innovative pr'ogranis, fbeuwed on the 
basic skills, that are developed by a school council comprising par- 
ents, teachers, the principal lind* for high schoc)lH, studeritH. Repre- 
sentatives of this council must jiresent the propOHcd progrumH firally 
to regional panels that decide which programs are to he funded. The 



oral pruHi-nintionH for rT^ional punuiH an* riKjiiirt'd Uj d ariipun t lit- 
f)i):Mibility d istriclH iiirin^ outHidi' conHull ants to -.vritc* prfjpuHulH 
and elusion tliu pru^raniH. ^Thv nhii^c-ti vf uF this soutini^ t.>f A.:i (iS 
V MS tn LjMiw»r:!{ I M'dijra! !f Mi if iib sv'at ifni !V*>!n { "'v.-- b ilion) up ' i-.u iY> in 
th(» schiHil hitp and thu^ help cMnintta' the tiMMid, both within. 

Cni iff ail! a as w-1 1 a;^ iirruns lia' i'ourii rv. fni' <U'!H r: di:^;t flf )li ni^Si i mii n>- 
oi'tfu- j-^ia.'^ ri'laU'd In rdiicalinn pulii\s\ 

Missuun {Tiajti^d WW liU t ha i \ nuyvpunilvd fiiasi (-ft hi = scliau j Hn an a- 
fdM/jT! r^':- 'f!:i!:"lMi::l:'ff: - '-'M a^ i ^ /i^N^a :)' ^v'^ < n nl'.Mva:cf. - r^cai- 
cation. The nu%v Ini'mula is a twn-iaa^fcl plan, with u joundutiaa 
t'xpenditina' pur^ pupil cajual tu 7/) pi*rc«aU tif ihi' HtaitowidL' avu ra 
vK\n'V\d\turv piT pupiL Aticjvu liiat is a ^^uara at cmmI tax hum that, in 
1977-78. will cuvur 85 Dca'cont td" thu HtudiMitH in the ritate hut \v ill 
ma'vii^v ijj C(iVHrH() puruenlby Ui?ihH2. Fuv 1 977-7H, th e ibundatiari 
i'xp4jnditurti :nippt)rt Ii'\td is $811) and th^^ i^/ULir.iateed laK bat^e \a 
$2'b2^iH. The WLulth iiu-aHure irf UHHuriritid saiUiLitlan uf propurt>^ per 
pLipiK adjustod by ari aHSuHsrniait-Hales laitio. The buftic pupil couiU is 
no pe^rcunt ADA ixiid 50 percent nieinhei-ship. Eiirnllixipublli! ricliool 
studentH iVum ramiliuH receiving ADC asHiritiince andorphanas wdl 
be wf^MMhted an additional 25 percent in tlji* fdundation part nf^th^ 
fbrnui la. 

An income faclnr in also includuti in the new hwv. The incuinu fkctar 
is applied to the dedncLion tax raLu uf thu njundatian part of thu 
program. Spf^cifically , the duduction tnK ralo is inuru^ised (ar dtv 
crua^rdj hy hnlfthc^ deviation nf a district's uve ri.ige iicljii sti^Kl i^w^^ 
inecjme per return fVcim the statuvvide averaf^e Ibr high^ or lovv^ 
inconu/ dlHtricts. This acljuHtnient not nrdy ailbctn t he (biindntion tier, 
hut alsf) affectH the f/uarantuud tax bane tier Hinc(i the tax rate UKcad 
to calcuiattf guaranteed tax huHeaid ise([uai tfjthe curroiit operating 
lax rate minus the nif)dined deduction tax rate. 

!IH rn also increaHeH state support Ibr transjjortatinn and Hpccitd 
edueation, State aid for tranHportatio!! is raiHccl to uqual not Iuhh thu n 
HO percent <jl' a districts alIo'.vabie transportutiun co^^tj^ but uar:.nut 
t'xceud 12a pe j cciU id" thu sUiluwidi: average t ra nspijrLaliun cost 
pupil. The baHie Htate prugrani fc)r ?^pecial education wuH left intact 
hui the dollar supp(ud per Hpucial i^ducation claHsronm that had 
r-anged From $d,50O to $6,0()0i depending un handicap pi ngcondi tiunri, 
wa>^ increased to rfinge fromS5d)44 to ^»B,72fi In fut tiro ^oarH, tliu^^p 
fHfnres will chanKO automatically by tho p('rcRntai|e equal to the 
peiTuiUaKU change oftntal appropriationH fur the genural aid f ornuiki. 
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TJiuHtatt'liDpeji topluisiMn lliefujidixig Qflh<'ne?w liuv ^ivu*' a number 
ofye^rH, Th^bil 1 liniitB tolu ^id inurua^OH i no^ch dislriccio 25 pur= 
cent oftJiu d\{%rmcQ bt^woen tbu Ciilculatcd ^id yur pupil mnd the 
aidperpupil reciiiy^d i Ji iHu prev iou^yeai-. 3li^projQCted lhatabout 
$:^flO million wiIlbened&<ltc7fuJly fiindth-enew pmgmw;$52 iiiil- 
lioi inut^w fLmd^wem eippropriatod for distribution daring the 1 977- 
Hctiocil year witK funds av&ilaile from a tote siirphiB genumlod 
by na-luriil growth in the stage's laH st^'uct ure . The bill 3'uprusents 
thufiM major fc#ch(^ol finajiCG change in Mi ^so^iri .sinco 1 96&. 

/V/f«^)'/t^/m/^ pcxHHucl an iinpurlanl mod^ricti tionto its Hysioin of <liH- 
Iribudn^ j^tslu e'qUiilixiUion mi tu school di.strictH, Lrnde?rt_ho nuw 
la-w, 59, tbD Htalo will continue to une pere^ntugB ^quiilizin^ 
re imburwum^nt dyKCiini bui^lheni^aHtire ofBc:hoaldi8trict\%'uallh -^vili 
bt^ madinud toificlude inconeas well aauquuli^edpnipe-rty valiia- 
tiniL Under the s^ygtum^40 perconlofa di^trict^stiixabb i licoTiie pur 
w€iigblod pupil ( Iiigiisciuo Inttide nts are- weSghtud ^3^1 purc^'nt hi^^bor 
than el emunSury students) in conrbinud >vitH60 percenlof ilB uquaU 
iz^d rm\\ propurtj vtalualiofi to detcrrriiri^a district's re biti \e v^'ballh. 
In ordur to proniotcMnore uqtialily i)f eKpenditur^is pur pupil, the 
leaser «f ^idi^tricls iictual tiiBt ructional *fjxpeiiHeHp£r\voi^ htedpupil 
or th^ reiinburscment ba.^u irxcludud in i\m forinubi, Thtyreiin- 
bumeiaenl b^Be Llhostntewidu t*iedian inBCru0tioinu5c|)un.ditui'e pur 
vv^igbtuci pupil Pov dlHtriiit^ m^kirig ^ ta^ceffurt in ekce.HB of U30 pur- 
cent of tbu slatewido average ta5( effori. Far dibitrict& m^kirig Ivm 
thiin 130 percuncof tbe 8tatu\v"ide averagut^xelTortitiiurtMn^bum*- 
mmi basiM.s the .statewide mediariiri.Htructione^p^ndiliirepDTpupil 
redic£)d by u p to S20O dupcndinif on the actual la?i erftrt , 

S(i uth Ca mli m ml^cy moved i n to the mh m 1 iin&nce re fnr c i xc 1 e i n 
19 77 hy ropliicing i tn elassroam tmit founiution progrann \v^ith an 
ADM-weight€d pupil fipuadataoa program ^witti increased funding 
rrom both the st^le ^nd locsl levels. The wealth mMsu re IjS assessed 
va luacion of propiTtj adjus?tud by an assess me rst S£ile& ratio and in- 
gludes? an. imputed ^aluo far the joceipt of tfoderal impact ai^. The 
pupib TOight^eraacted ^re; L3 (bx K-3, 1,0 for grades 4-8, 1 .25 for 
gr£3de^9-12. 174 fa reducible mentfally handicapped andle^raing 
di^abl^'d, 2.04 tbr trainable mentally [laiidicapped and emotionally 
ari<iorthopedScal3y handicapped,2 .57 for ^isiiullyatrndh^artng handi- 
capped, IJ fcFr speech handicapped, 240 for lomebflurid, X J for pre- 
vucaticna.lancl 1 .29 Tor vocational education, fitiKletttsc^in bocaun ted 
in onK^ 1 ^f 1 1 categoriM. Districts \vjll be r^qui Ted to sperad at leiist 
B5 percerit of the st#te iiid in the catugory generating the aid, Tbe 
found fat itj n prugMni in tc be funded approximately 70 percent by xhe 
state pnd 30 percent by IomI ffchc?ol distTict^, vv-liereas the previous 
ff)r~mu3ahad rat required aray local contrlluti on. ThepMgream '-vill be 
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Smplemontod ov^r s nvn^^y-ear period^ b&gianiris in 1978-79, with 
^ppm>cimstel3^ $20 ^nilLion in nddillosiul Htato ©id eaclnyear. TKis 
ruform billis Iherusiilt of worethm tlimcyeiim of study aiid 1^ 
Jative dabiite with ^cUv^i) suppcrt ai'a brondly bsisedst^tewdecitl- 
mn^ cm\\it\ot%, 



f-IB 86B wan passed i]\Si^)iitPiDak)Ui\T%mi'\y March, after t^vu yi^aTB 
afstudjand bgiBlaiive debate, and will repluce the current riini^ 
rnufii foun<hition fornmUuKat allaciite^ai^onthebasls cifcltissTOOin 
canits, The new plarais nn ADM^weiff htecl p^pil rormula. ^vitli tho 
fbllowiiig ^veightH: 1 .0 tor kindfirggirte n students (or a Half day, 1 ,1 
lEbr ||ra<lc?» 1 mnd2, 10 fbr grudes 3 12, 2.0 Por all categoriuB of 
^i)edal oducatiofi, ^ sp^rHUy fiiutor oi L 01 to for sctiool dis- 
triclH with l^m tlmn LflB pupik per ^^qmiro mi3o aad 102 to i, 30 
for .^tnall school district. s w ith Idss th^n 50O stucluats. TPhe forinula 
£iUo{:ounL.^each ^ne--roo3TiriiralBcbool qb a rnSnirriumof 20 students, 
The fbmiJla is two ti^^red, with a fouiidatioji eapejiditure per 
w?ij,'ht*d pupil af$S29 md . abov& lha.t, a guiirante^d tm base at a 
level tbat covers 85 |mMuatorih©KtuderitH in the slate. The $829 
gifiure wil 1 increnH& uadi yuarat the ratu ihe ^tatuvsride average 
expenditure per pup jlia4:re^Hes,wiiha lia^itoC? purcent. The wealth 
jiieasujc in the forma la 5s ssHem^d vslustion of property per 
^veightcd pupil, adjuiied by an asBe^sment-salos ratio. Expenditure- 
yer-pupil incxeasos at the district levn»l ^re limited to 15 percent; 
Jidditional iiind^ muHlb^uped for prop ertytaxrelierTbua^w act is 
Co be iniplcnient'ed July U 1980, 



"Tennessee's school a id form ^ila had remai nad virtually the same for 
aicarly 20 ymu and had befioine complicated io und^rst^nd^becaaso 
^)ftiic nurnorous increni^nt^lcbangus chac had been cna^ted.SB4O0 ^ 
jcplaceB tje curTen^ teacher unit for^nula with aa ADA-%A'eighted 
AufidatiDrifQXfnijla. Thepujil v/eights nreiLafoTK^S, 1 .Ofargf'adci 
4»6^ l.L for gmdes? and S, L 2 for grade fl, I -3 forgrades lOOZ.a range 
^ifLM to 2.62 for vccacioa ill edueatic^n, £^nd 2.07 for all categories 
^ifspecial education . Districts will be required to spend at least 85 
jorcent of the state'aicl Iri the cslegor^r g&nerating the £iid. The 
AuiidationprograiTi furads ^vill be allwatcd to local disiriclB oii trie 
tins iBofthctDta^m^i^r^l)erof wights andthedistricttescher 
icxpeience arid ^ducatien factcr a.nd^ statewide, will be funded SO 
jiercentby thc^tate and 10 perOTtl/y local school districts. The new 
ineamyecyf school dLSlri*ct weafin is adjusted property valuation and 
TCP laces tJie old coujtty economic i3ide3<, The jrogram w-ill be iniple^ .. 
ineritedirx the 1077-78 ^ch^ol year and w^ill be funded an addi- 
^ional 43 fiiillion,Tbig bill jepTos&ms ainajDrstep ftr^ard (or Ten- 
msset andi&as much ssctiooKiaanc* si inplicaiion bil 1 as a school 



finaace reform bilL A companion hi ]lal so i ncr^aseB state fu sidi rig fior 
trams portati on Burvtes. 

THo 7exm logislaturc, in & spec i ill lD77fa.ll legi.alative sessioji, 
cnsact^d ^ new schad fjnanee bil3 that wll increasQ ttie ©taWs sluiro 
of thef founcisitiQri prograrn from ^5 porcent to m\)p roximstel^StS 
mM, Thepowr equnlization corKponeritof clie forniulsi, in addition to 
th<* fouridution program, will pmndo a majcimym QntitleineJit ^jf 
$3 10 per student for those districts wfioBe av^erage j3ro puriy vuliao 
ii in the lowest quarti le of svealth iind- wi 31 provide up loSlSSp^r 
ADA to other districts having less tliari llOp&rcDXto^ftbe state wide 
av«rai(u "^roportj value per student kll dMridm mil recefve 0 
pDTBtudwnt as an operations c^st allaiineiit. Tfi Is l*cgislation nlm^ 
reduQ£dpupi htemhm' raiWH a nd rediicedthcge Jo^lye kr by fx ve Aym. 
in addition^ the logiHlatiaiiestablisJied twon&w comsiiitteesioinD to 
HUpcr^iBe ta.3( asBessnicnt practices ai^d the oth*r to e-Kplore an<l 
develop a revised fiiethod far Rnancinig &tate progranxs of public 
Hchool Gdiicatioii. 

In respoadinii to the earlj 1S77 court due iHio n boldang ih&W^ish- 
in^tofi Hclioo] financu invalid becaU'^e of its failure to prai^ideari 
'arapl^ education" xequircd fay the stsite coiistitution, th^ W^^ish- 
in^orx Lergislature passed in June 1977 a merles of t&ree bills ^hai 
crMte a new- Htate aid distritaution systerm, detiae baiic educa tlon 
and m y^r^ly limit the loca 1 imQ of apodal e«coss property'" ia>£ levies ^ 
Un^er thenewforniula,dLstrictB wil IbealUcaied one' certified start 
for every 20 students, one noncerti^ed stialT posi tiora fcir e^ery 60 
Btu-derttg, an annouat equaling abouc $3 jOCf(>r each certified staff 
pDs itic^n for ncnsalary costs arid a^di tlor^al mid for remcte and ne ces- 
sar^' sehoolB, and srtiali sctiOQls. Trarisportation vvill @lsc^ be fumded 
IOC? p&rcert by the state, The dollar ainougit ^ach district receSves 
under the basic forniula willbedetDrniirmed fcy rsiultipl^^iagtl^enfuni-^ 
her of stair positing the avMagc teacber salary in the- Bcbool 
district. TTie program will be phased irm over the nejct tliree year® 
ancl is Estimated to cost an additicinaiSSOO Jnillion.TSie loca^lsbare 
will coiitiriue to be derived front a state^ade property tax of 
percentof the fair market value^ofpi'operiy. wAcQ inp^nionbill defiJied- 
basic education by stipulating tbe raunxber of louirs of i7isti"uct]ori 
in Wore tKan 10 program aTeas. TTie third bSll lamits tEis magnitmide 
icf special .^xeeis local property taJc leviM to* 10 percewt ai the prior 
^mrtbasiceaucationallocatiDrian^ th^ usaofispecial 

levies for raising teacher salaries. 

A hi 11 prov-iding state finamcirig f^r school construction becanie 1 aw 
inXdainv, ending a tTO-year moratDTium ofi a sta.te role in school 
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constmction. The bill i-equires the district to contribute either five 
percent of the cost of the new building or the oquimlent of one miU 
of its property tax cflbrt — which ev^tjr is less- The state fimnces its 
rihare of the bui Iding costs by reimbursing the community to offset 
note pEiyments owed for bond issuoB, 



On Due, 5, thou^'h, Maine voters by a 3-2 majority overturned the 
state^H unirorni school finance property tax. The iuk was unpopular 
because it required nearly 13 percent of Maine school districts to pay 
excess property tax revenues generated under Maine*s foundation 
program to the state for redistribution to property^poor school dis- 
tricts. The vote, however, did not fall alongrich4ovvn/p 
Since many towns receiving substantial state equalization aid voted 
-^^ainst the tax. The vote did net necessarily thro^Diit the entire 
Maine school finance system, but only the ^'recapture" componeiit of 
it An evaluatioii of the Maine school finance program, 'Maine-s 
School Finance System: Is it Equitable?- (Callahan and Wilken, 
October 1977) had given the finance prograin high nnarks. The 
authors found that, since enactnient, Maine taxpayers had eJsperi' 
enced local property tax relief, that school expenditures and teacher 
salary increases had been below the national average, and that local 
non-education ejcpenditures had increased at a greater rate tjian 
education expenditures. The irnniediateprobleni for the legislature 
in 1978 will be to replace with state revenues the $5-$10 million 
received from the wealthier school districts. 



Beginniiig v^rath this school year, MinnesoiG will recapture a portioii 
of the e^<cess revenues collected by school districts when they ta^ 
themselves at the maxinnum levy allowed iinder the rouiidatioii pro^ 
gram. The procedure for such recapture Bpocifies that the Btatewil! 
deduct 20 percent of the aid that the district would Dthenvise have 
received in 1977^78 under the state traiisportation, vocational and 
special education aid programs to the extent that there are local ^ 
district excess revenues for the general aid program, 

New YorA pmrnd a bill that raises the expenditure level in its tbun- 
dation program from $1,200 to Sl,4O0 per pupiL The bill also sets a 
limit of six percent on state aid increases, either on a per-pupilora 
total basis- although the bill still incorporates a number of hold- 
harmless clauRes, the new bill decreased the number of school dis- 
trictsaffected by hold-harm less provisions from nearly 700 to around 
50O. 



Wyominff has passed a law equalizing the distributian of state aid for 
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capital outlav and debt sorvice. Uader the law% the Btnte 11 pa^^ to 
ench school diHtrict the dinbreiice butween $3,200 multiplied hy thu 
number of claasruomH in thu iiiritrictandthe yiddof'a (bur-niill luv^y 
□n the current aHSOss&d value of the district, PuiiidB for the program, 
which iB deHigned io encoinpaBsthe fall currentcostBofconstructiori, 
including building costs and anticipated interest coBts, may be gen- 
erated fromany s^to lund except the general fimtf. In itsinitialyear 
of operation, the program will not be funded fully- 

The feck mi govern me /it again becanie involved in debates on a fed- 
eral role ingeneraU equalimtion nid. Tlie U.S: House Comnnittee on 
Education and Labor held t%vo days of heariags on Ugislatioti that 
vvDuld provide general aid to school diBtricti for the purpose of ruduc- 
ing spending gapH among Bchool districts i>i a gtate. The bill, H.R. 
1138. introduced by Chairman Carl Q PerkiriH, w^uld authorize 
funds? for t%vo types of gratits, basic grant.tand equalizatiori grants, 
both tobeoppropriated only when the fiinds for Title 1 of the federal 
ElemL-ntary and Secondary Ediication Act equal or e^cce^d $3 bill ion. 
In ordt^r to receive the equalimtion grantB, a state would need to 
submit a plan tor the approval of the UB/Commiadoner ofEducation 
to achieve equalimtion of resources among districts within n 10- 
pDrcuntband. As a firgt step in implementing a federal equalization 
role, a major study may bo developed at the federal le^el to determine 
the nature and extent of inter- and intrastate equaliHatioti (See Sec^ 
tion II). 

Nearlyall .states are engaged in studies of elementary and pcondary 
education nnaiice structures with the help of federal Section 842 
funds. I'he nes^ state plans develcped as a result of these studies svill 
be available gometinie in the fall of 1978. In Connecticut, the 842 
fundR are beiag used to finance a series of policy analyses for an 
interim legislative committee that ^^as organized to respond to the 
Horton court fnandatein the state Jn North Carol iaa, a Governors 
Commission k using 842 funds to engage in a major study of that 
gtateg education finance and ta^ structure, for the purpose of deyeU 
oping reform recoaimendations for the 1979 legislature. The V^-est 
Virginia Legislature hasjust completed a compreheasive study ofits 
education finance and tax stTucture and ^vill be debating Teconi* 
mended changea during the 1978 legislative session. And the 
Arkansas Legislature, one of the few legislatures to receive 842 
funds, is in the process of having aii interim committee on school 
finance tate a close looic at the flnanciiig of elementary and sec- 
ondary education in that st*ite. 

Finally in his Januarv 197B message to the lugislature. Indiana 



Rov/sornorOtis Bowen agaiTi raised the issueofthediniiriiitionoflQcal 
control of dennonlary and secondary schools in the light of rucent 
trends tow^ard cemtrali^atiori of so niany of the rules governing tfie 
imploriientati&n of education pragrams. "Consideretion &f any new 
school forrxiula mustiiiclude 4i reckoning of Its long-run implicaticiis 
for theeduLcatiQriiil dedalQn-makingproctiss," lie stated, ectoiiif an 
enier^ing them € i ncreas ingly concerning ma state pol icy make n . 

School Finance Lifigafiori 

Although the* li; wcrconty a few jadicial deciBions rendered in schcol 
finance coil rt cases during 1S77, litigation still rtoains a priiiiary 
meanB of generatiTi^ school rmaiicfa reforms, ScKodI finance ^lltigati on 
Mrategies, hawever, are undergoiiigsignificant chariges, Thenia 
argum€titi used in school finance courtcases^ as little m three years 
ago, have become the ni nor arguments used m many of the current 
court c^s4^s. State policy iiiakers shcuJd ta-ke note or th* ne^ legal 
argiimeritB^ the facts on which they resi.ar*d the impl-icatioria for 
school financing policies should they ie uphold in upcoiaing cqurt 
actions, T^^o suniniaries of the cisrrent status of school finance liti- 
gation and the developing new legal strategics are those by the 
Lawyers' Cornnfiittea (1978) and Levin (1977). 

The initial court cases w re initiated onequal protectioiigrQUiida.on 
the basis of both state and the federal constitutions. Most eases 
sought to persuade the court that education %vasa rundamental inter- 
est of the stateand/or that tha state's raethod for funding education 
crMted a suspect classification of school dietricts on the basis of 
property wealtli. This strategy was used because, if successfuli it 
would trigger "strict judicial scmtiriy'* puttiiif the burden on the 
state to show that the funding structures in force were needed for 
some ''connpelling state purpose/* In all cases, this tos toooiierQiis a . 
burden. Oiic€ theccurt accepted thcfuridameritaliiiterestorsuipect 
ciassificatioiiargUEnentithe sciiDol finance struct urewasoverturned 
The state %vas then required to intplenient a fiscally neutral system, 
i^e.^one that elimimated wealth asa factor in education expenditures. 
On the other hand, if the court did not accept the fundamentality or 
suspect class argnmeTits, the ''ratioiiality** test wm irivoked^ piatting 
the burden an the plaintiff to show that thestructure w^as irrational 
and without any reasonable basis. Iii all instances in which the 
rational ity te^t was used the constituti onality of the structure -was 
upheld. 



Th\is far, t%vo state suprenie courts have held educatiori to be a fuiida- 
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mentul intt^reHLofthe Hiutu. In hoth thu 197(5 d^uimon of the CciUfbr- 
nia Supreme Court in thvSvrrafu) v.PrJvst canu and the 1977 Con- 
mtiimi Suprunie Court cluciHii>n in ihu Hortnn s\ MeHkill canu. the 
courtH ruled under the ^Lalue<iuul prutuelicm cIulihuh, that education 
WHM a tiinduniuntal interest nf th«^ ^tulu and that the then current 
education finance ^iructuruH IUlllllt?d noconipuning ntate interuHl. 
TheeourtH ordered hoth status to develop nesv luwHthat did not make 
education npporl unity a limctian of locul %vea!th. 

hi ihu Lujdf^ V, Ciilorailt) uiHu iii (V)lorado. tlkd m both uqual protec-^ 
tion grounds and the educalinn clause in Ihu constitution, a lower 
district court judge ruli^d in 1977. on a motkn tcidiHrniH^. that educa- 
tion wuH a fundamentui right bucauHu it was cNipl idtly mentioned in 
theconHtitutiun. The judgu wt?ntun. nioruavur, Instnte that becauHc 
there i?^ such a clone relalionship belsvuen educuiinn and other f unda- 
ment.il rights that have been accepted by federal and HtatecourtH. 
education vvould be a fundamental righteven il itsvere not mentioned 
in ihuHtaleconntitutinn.Thi^ is prnhahlylhe strnngust statement on 
the fundamentality of education that has ruHulted fVom any of the 
school finance court su its. but thu Coh)radu Supreme Court has n()t 
made a final ruling on this iH^uc. 



Fiscal neutrality c(jurt cases, huwuvcr, arc becoming more compli- 
cutud. Althcaigh both the Connecticut and California courts accepted 
the traditional llHcal neutrality argument ithat education opportu- 
nity should not bu a fimction of bcul wealth .thus implicitly acced- 
ing a taxpayer equity argumenti the New Jersey court in the 1973 
Rahinsonv.Caliill case and the 1977 Ohio DiHtrict Court in theC//H 
ninnatti v. Essex case, explicitly rejected the taxpayer argumunt. 
The Ohio court, though, went beyond the wealth aspect of fiHcal 
neutrality and suggested that education opportunity should not turn 
on either local income or local voter choice. That decision confronted 
directly some of the criticisins of simple ^vealth-based fiscal neutral- 
ity structures, i.e„ that the high-income districts tend to have higher 
tax rates and thushigher e>£penditur€i.TheOhio court said that such 
a phenomenon also violates constitutional requirements under the 
fiscal neutrality standard. 

While the comprehunHiveness of the traditional nscnl neutrality 
urgunient is being uNpanded, additional court standards, based pri- 
marily on the education clauses in state constitutions, are also being 
desvluped. For cxaniple. in a case filed in 1977 by the city of Seattle, 
a district court overturned the WsHhington finance structure claim- 
ing that the ^tatu prnc^ram did not make an ^^imple provision" for 
ec^cation. Similarly.courttfinNc^' Jersey and Ohio have overturned 
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state education nnancastructurcii* fbrnotprovidinii a "thorough and 
emciunt"educatioa The case pending iri \V^est Virginia is also baaed 
on u 'thorough and tCf iciunt" educaticjfi constitutional cJause. The 
case filed in Colorado cl aims that the current system douB not provide 
for a "thomugh and uniA)rin" system of education, and the cme most 
recently nied in Soutli Dakota asserts the ctirront HyMtem violates 
thu 'thorough and oflicient" and "freneral and unifbrmi'* education 
claui-ies. 



These Btate const itutionii] rvquiwmmu muKtbu defim^d; howevur, 
clear deflnitionH are nut oany to prodiico. It is important to note! 
though, that ihe definitions b^ini^ given to thene state clause^ cur^ 
rently are setting up HtandordH Ibr ntmle school nnance structureH 
that are more stringent than traditienal fi^cnl neutrality standardn. 



Both the Ohio and Cokrado ca^uri attack e?c|)enditure difiercncea 
per pupil, claiming that nhorough and elficiunt'' and "thorough and 
undunn"clHUHei5do notallowa nchooi linancustructure that permits 
large expenditure pcr-pupildirferenceH, which are unrelated to pupil 
need and education costs, across school din tri cts In a state. The plain^ 
tifls in both cases argued that differ aces in ejcpenditures implied 
dinerencus in the education ^erviceh provided to children. In Ohio, 
plaintiffs s?hovved that niany lovv-spending districts %vere not meeting 
state nii ni mum standards, th us cl early not providing a thorough and 
efficient education. In both cases, the focus on applying the legal 
standard was on differenceH in school inputs. 



School inputs were also the focus in the Mishington case, in which 
the court ruled that the constitutional requirement of the state's 
"paramount duty" fto make an "ample provisian'' for education) 
meant that the state must provide a high-quality basic education, 
defined fay components of school inputs, without locally voted special 
ta^< levies. The legislature responded Bhortly anerth© decision with 
a new state law (discussed above) that stipulated which educational 
services would constitute a baRic education. 



Even the California Suprerrie court in the Serrano case adopted a 
forni of an input standard when it stalled that difTerences in educa- 
tional expend it ures refl eeted d ifterences i n ed ucat iona I q ual i ty . One 
interpretation of the Htate constitution, noted the court, therefore 
disallowed great expenditure difference^ per pupil. 



New Jorsey has gone beyond the student input standard and, in the 
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proceBHofdenning'-thorouKh and t-rficiont" for thut. matt-, haHimpUed 
a Htudent output sUindurd. Tho court stated that "thorough and efli - 
cient" means studonts are to bu propHrod to compote m tht> lubor 
niarket to tha dcfireo commensurate with their abilitioH, To rtiakf 
that .statement precise, the leBislature and state pohey innkors have 
developed a miniinum student output standard, reqtiiring a minimal 
luvul of student achievement as one test of u "thorough and efficient 
school Hyslem, 



rourt ai Kumi-nts hn%'e fjone beyond e%'en these more stringent gen. 
oral standards in the development of special standards or considBra. 
tinns for either specific types of Hchool diatricts or specific student 
population subgroups. For eMmple, the intervention by the Dig Fiva 
cities in ihuLcuitfnujn v, Nyquht case in New York raised the issue 
that certain high-cost needs of city school di.stricts would be ignorr 
if simple or e.xpanded legal standards were adopted by courts. Ihe 
five cities argued that a constitutionally permis.sible rinunce struc. 
ture should consider the higher costs of providing education serv- 
ice.s in central city school districts; the higher incidence of spccml- 
need ^tudents like the handicappod, low income and bilingual; and 
the drain on the education budfiet caused by the need to prov^ide 
high levels of non t'ducation services. Similar issues were raised m 
the Washington case and. althouKh the court explicitly rejected so- 
cial urban factors, it did accept the argument that co.gts are higher 
in cities. The Ohio case entailed similar arguments, with the court 
accepting explicitly the argument that the incidence of high-coat 
students is above average in city schools, 

A second e.xample of special-needs litigation pertlains to the educa- 
lion of the handicapped. Although many states, as well as the fed- 
eral government, have enacted coniprehensive special education pro- 
grams for the handicapped, the programs ultimately will have to 
meet the standards .set bv the courts in the series of ca.ses that have 
been heard on these i.ssues. Si milady, courts continue to scrutmize 
the education services provided to students whose dominant lan- 
guage is not Engli.sh. 

Another potential avenue for litigation in school nnance concerns 
the alleged underfunding of predominately black achoal districts m 
some Southern states Underfunding is an unanticipated CDnsc 
quence of desegregation. In aonie places, desegregation has been 
accompanied bv white night to private segregated academies, with 
the public schools becoming predominately black, Hov^'e%'er. Iiacai 
control of the schools often remains in the hands of the local school 
board, which many times is domrnated by the white power .struc- 

91 

12 



ture. Sht'rman ( 1977), in a ntudy of this issuo over a number of years 
in South Carolina, found that many school boardH had roduced locnl 
support of public BchoolH in black districts, through local tax rate 
deductions, resulting in tax savlngB that could be used to ofTHet the 
cost of tuition in the segregated academies. Thus, black children who 
received fewer dollars under the segregated system continued to 
receive fewer dollars under the newly created public/private system. 
The report found that lower tax rateK ig ether with lower property 
wyalth, produced lower education expunditures in many black dis^ 
tricts in compariHon to riistricts with higher proportions of white 
Htudents, Sherman is continuing his ntudy in the states of Louisiana 
aiid MinsisHippi. If the reHults arc^ strong, a litigation strategy based 
on duo process could be developed to challenge these unanticipated 
reHults of deHegregation. 

In short, litigation on issues related to school finance has not abated, 
has become much more complicated and comprehensive, and sets 
Btricter standards for the acceptability of a state's education finance 
structure. Probably the most important of the recent court cases are 
those in Ohio and Colurado <both of which are school finance reform 
states), with Colorado passing its reform in 1973 and Ohio in 1976. 
Both states passed variations of a guaranteed yield program designed 
to produce a fiscally neutral structure. The new legal challenges 
claim that because the structure allows significant variations in 
expenditures per puplh even though fiscal neutrality may be met by 
the structures, they are inconsistent with "thorough and efncient" 
and "thorough and uniform" constitutional requirements. If these 
challengeH are successful as they wind their way to the respective 
state supreme courts, the acceptability of fiscal neutrality will be in 
significant jeopardy, as w^ell as the types of school finance programs 
that are used to implement such a standard. 
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il. Public Polscy Issues in 
School Finance Reform 



Th^ ij^HUDH related to inequities in public school financj> Htructuros 
no hmi^iir hingcf nuiinly on ruin tinn sin betwot*n expenditure p&r- 
pupil leveln and local Hchool district wealth. The push fot^ fiscal nog- 
trality cnntinuts, including the UBt^ of legal strategies based on thti 
fmcul neutrality roncept. However* it 1^4 recoMnis^^ed by both stAto 
poficy rruikerH and Bchool finance} schol'irs that the issues related to 
school nnance are much more complicattri, must be analy^^ed within 
the broader contoxl of local, Mtato anJ fed^^rol public nn0hce and 
intergovernmental flKcal relotjon^i, and are importantly aHlccted 
by the changing demographics of the 'iociety In general, includitii 
the increasingly fragmented politics of the public education poUcy" 
making proce.^s. This section discuHses BW\e of these complex Issu^^i 
beginning with an attempt to identiry difTerent doRnitionH and con- 
ct^pts orHchool flnunce equalization. 

School Finance Ec|yalization 

There arc at least four major issues related to school nnance equa I if^a^ 
tion. The firBt conccrm definitions orequali^ation, including difTer 
ent concepts of equi ty in school finance. This issue also encompasies 
the implications of each definition for appropriate school finance 
programs and the effects such progranis have on students and tax- 
payers. The second isriue concerns wealth equalization and the grow- 
ing body of research that is showing that wealth equali^atiori is more 
complicated than previouHly considered The third issue relates to 
pupihneed equali2ation and the attempts to provide additjorJal serv- 
iceg for high-cost ntudont populations, Including the need to struc- 
ture the financing mechanisms of thost* services to enhatice overall 
eciualimtion objectives of the general aid prograni. The fourth issue 
concernHCost equalization and the po-^sihilitieB for modifying gchoop 
aid formulas for the varying purchaning power of theeducatiori dollar 
across Hchnol districtH within a state. Equity concerns should also 
include special district needs such as density, sparsity, pupil ite, 
declining enrollments and the squeeze on the education budgets 
caused by demands for non-education services, 
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DvfinititmH af fu/uity. Ah diHcuBHed in the prtiVioUH HOction on iho 
ciJurlH, thuru aru numerou^^ lugai HtandardH an woU an other clefini'* 
tioriH of uquity in school nnanco. It is critically important fbi^ policy 
makurH to be awaru of thuHt* different dunnitions because each ru- 
(juii^ s a dinerent typo of equtilizution fbrinula for impl^/nnuntation, 
and c-ach will huvu diffbrunt OBcal rosults, will afftct students diffbr^ 
untly and will impose different tax burdens on households. As the 
relbrm ntatoH have begun to exuininu the mmhn of their nciw pro^ 
i^raniH. one of the mont perplexing pHonomena huB been the unt* of 
inappropriate criteria to evaluate a particular p^ogranfi. The most 
common example in the diHappointment of many policy makers over 
Ihc ineffectivuneHH of power equalization or guaranteed yield pro^ 
l^nim^ in reduenig large expenditure per-pupil gapn betsveen hiyh^ 
and loW'Spending dintrictH. The ftict is that Buch program^s are not 
intend{*d to reduce Hpending gapH, 

There are baHically two differc^nt dennitiony uf (uiuncial equity in 
Hchool nnance: fiHcal neutrality and expenditure pcr^pupi] equality. 
In asHeHHing whether a Ktate Kchoul nnance Htructuro meetH either 
standard, the data Hhould he adjusted fbf difTcirenees in education 
costs and pupil needB across Hchool districts. Although pupil needs 
have typically been characterized on the input aide in terms of serv^ 
ices for the handicapped, bilingual or vocational student^ a nevv trend 
in education is focused on outputs such as student achievement. The 
pupihneed adjuHtment, therefore, could include a requirement for 
minimum c)f equal studunt outconieH, 

The flHcal neutral ity standard is not concerned with epcperiditure per- 
pupil ciifferences perse, but requires only that expenditure per^pupil 
dirferences not be related to dinerences in loual school district fiscal 
ability. The objective of this standard is to elirriinate the relationship 
between local wx*alth and expenditure leveis by equalizingthe ability 
of all school districts to raise education revenues froai local and state 
sources. Education revenues become a function only of the lax rate, 
i.e., districts are free to set tax rate levels but all districts choosing 
the .same tax rate will receive the same level of per pupil revenues. 
Therefore, this equity standard is jfbcused more on taxpayers than 
on students. Appropriate schonj nnance programs for implementing 
this equity standard include district powder equaUxation, guaranteed 
tax base, guaranteed yield or percentage equalisation programs. 

The second equity standard is primarily fbcused on students and re- 
quires that expenditures per pupib after adjoBtments for difTerent 
education costs and pupil needs, be equal across all school districts 
in a state. This standard is concerned with the e^cpenditure per^pupil 



gaps between high* and low-spending school districts aiid requires 
the reduction, if not elimination, of those difTerences. Appropriate 
. school finance programs for implementing this equity standard in- 
clude a high^evel foundation program, with very limited local en- 
richment, or a fulNstate assumption program. 

The fact that fiscp.l neutrality neither requires nor generally results 
in reductions in expenditure per-pupil difTerences should notbeover- 
looked. For example, the Hickrod {1976) analysis of the Illinois re- 
source equalizer formula shows that, while progress has been made 
in eliminating correlations between local property wealth and expen- 
diture levels, Bignificant expenditure differences remain in the 
system. Similar findings have occurred for the fiscal neutrality pro- 
grams that have been adopted in Colorado (Montoya, forthcoming), 
Michigan and Missouri (Odden, September 1977). 

The fact that fiscal neutrality programs do not reduce significantly 
expenditure per-pupil differences is one consistent fact across all the 
states that have enacted programs designed to create a fiscally neu- 
tral system. On the other hand, states that havs developed and 
funded new school-aid structures designed explicitly to reduce ex- 
penditure differences have closed expenditure gaps. The best exam- 
ple is the New Mexico foundation program^ which guarantees a 
foundation expenditure per pupil and prohibits any local enrichment. 
New Mexico is one of the few states in the country (in addition to 
Hawaii with its full-state assumption program) that qualifies under 
the expenditure disparity clause for counting federal impact aid as 
local revenue. To so qualify. New Mexico has reduced the expenditure 
per-pupil differences between the school districts at the 5th and 96th 
percentile to less than 15 percent. 

Selection of an equity standard for a state's school finance structure 
should be one of the first tasks in the process of designing and imple- 
menting a new school-aid formula. However, attention must be given 
also to the particular measures to be used in evaluating the system 
against the standard. With respect to fiscal neutrality, the issue is 
whether the aid allocation process or the results from the process are 
to be judged. In Friedman and Wiseman's (1977) term, the question 
is whether the system is to be evaluated ex ante (i.e., the process) 
or ex post (i.e., the results). The example given by Friedman is that 
the process can be fiscally neutral by guaranteeing equal revenues 
for equa^ tax rates — but that, if high-wealth districts tand to have 
high tax rates, the reBults will not be fiscally neutral because the 
higher expenditures will occur in the higher wealth, higher tax- 
rate districts. Therefore, a finance system can remove the inherent 



aavantage of high-wealth districts, but wmiUh iind e xpfind iturp^ 
could still berolated if high-wcalth districts choose higher tax ralc.s 
Policy makers should be aware of this distinction and structure emi- 
uations of the state's program with that disti ncti on in nil nd It wouLd 
not be unfair, however, to statG that publ ic puli cr reHea rcli i n f/entirHl 
has been primarily concerned %vith resultHand ig therufnrc mu npnc-t of 
a procGHs that seems fair but producoa inequitabU; rcJHUlts, 

Until recently, Hchoo! nnance annlywts luivi. given ptil e attontion to 
the statistical tests used to measure the degriM; ttkvBich a syMtem 
meets either equity standard. Yet there are a gfel nuinber of cm - 
ceptuni issues related to the variouHHlati^ticul LustHthateanh,. ysm 
There are many tests of equa 1 ity; each has stren gt ]m a nWeak nesses 
A state could score high on one equality teat but low on ankher Sinii- 
larly. there are tnany tests of fiscal neutrality that could co^iieiv-ably 
rank astate difrerently, Berne 11977) presents the moat comprehen- 
sive duseussion of these issues, discussing the following equaHtv- 
tests: . - 



range, 5th to y,5th percentiiu raiigL.. Foderai expeiiditure dia= 
parity measure under impact aid regulations," McLoone i ndux, 
relative mean deviation, %'ariance, coefficierit of variati on,' 
atanJard deviation of logarithms and Gini index," 



and the fo!Iovving fiscal neutrality measures: 



■simple correlation of expenditure with wealth and income: 
regression slope at mean wealth and incorne with dependent 
variabiu being expenditures per pupil and independent wri= 
ablesbeing: wealth; wealth and wealth squared; wealth,\vealth 
squared, wealth cubed; income, income and income squared; 
income, income squared, income cubed," 

An informal school finance' cooperative, consisting of project re- 
searchers funded b - the National Institute of Education and the Ford 
Foundation, is currently investigating these measures in over m 
states for which the projects have a universal saniple of district data. 
The objective of this cooperative venture is to produce a set of statis- 
tical tests to be used to assess how each state's school finance struc 
ture meets either the expenditure per-pupil equality or fiscal neu- 
trality equi*4' standard. By the end of 1978, it is anticipated that a 
statoofthestat.es", with respect to .school rinanceequalization under 
both equity stauJards, can be reported for all states for both the 
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iqTn^TB and 1976^77 fiscal yeara. This inibrmation should be i 
iur <iiiU'^ individually, thoy assess the enectiveness of thei 
r.-nt Hiruclure^s, and for the federal government, should it er 
i^'dt'ral prnKiam to encourage school nnance equalization- 



In nummary , there are tour imporlani elements rt^latcd to detmitions 
Tif equity in school finance equalization: 

1 ? Choice of a particular equity standard. 
2; Design of an appropriate school finance program to imple^ 
m**nt it. 

:^ IVtermination of point in time at which to evaluate the pro- 
gram, ^ ' ' A 

4 Select if>n of measures on which to make evaluation judg- 
ments. 



Wcnlih vqualizatiufu Most states continue to assess local school dis^ 
trici n^cai capacity by assessed valuation of property per pupiL Many 
.file- niodifv tht^ assessed valuation figures by assessment^sales 
ratios to adjust for the varying levels of assessment across assessing 
jurisdictions. This simple fiscal capacity measure has come under 
;.ttack m recent years for a number of reasons. First, it has been 
.huwn that income is an important determinant of school distnct 
fiscal decisions in addition to property wealth ( Hickrod, 197 1; Yang 
tnd Chaudri 197Bl Second, as indifcated in Table 1, there is little 



Table 1 



CDffelation Coefficients Between Property Wealth Per Pupil 
and Income Measures In Selected States for Selected Years 



Year 



Correlation Between Property 
Wealth Per Puplland 
Income 
Per Household 

-0.15 
0.14 

0.24 

0.20 
0J9 

-0,20 
0.01 

-0.09 
-0.03 ' 



Source State data files. Education Finance Conier. Education C^mission of tho States_ 
KanS- Darwin Daicoff, "An Evaluation of the Kansas School f^^^^^f^^^ 
of 1973/' Se/ecfed Papen in School FmancB. 1976. (Washington. D.C.: U.S. Office of 
Education. 1977), pp. 1-40. 
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Colorado 


1975 


1975 . 


0.38 


Connecticut 


1975-6 


1970 




Flonda 


1975-6 


1970 




Kansas 


1973-4 


1973-4 


. 0.57 


Minnesota 


1975-6 


1975 




Missouri 


1975-6 


1975' 


0 39 


New Jersey 


1975^6 


1970 




New York 


1975=6 


1970 




Oregon 


1975-6 


1970 




Texas 


1975^6 


1970 





corn/lation hetwc^^r. [jroperty wuallh pvr pupil and incomu por pupil 
ov hfHiHf'hold income in niany statf,*^/ Third. eHincwnic rost'arch has 
dt»mnn^trati'd that vvi-allh etjual ii^aticjn is a hincUon not only ni' ' h 
tutal pnjpt'rty wualth and <2> housuhoki inconiu, hut alsoofi^^ tht' 
cofiipusitinn ihv pvitpaviy tax hant' and (4' the Htructure of the 
cquaiizaiiun Ibrmuhi it^ul^ i (Iruhh and MichidH(m. 1974; Fuid^^tuin* 
11/75: and [.acid. lUToi. Thi- ulli-ct i)^'ti^t/^^ fautcu-s un i\w luvnl "ecu- 
nornic prieu" nl prnvidi education Hervices must he dutermined In 
urdvv to (h'Hi^n an ei|uaH/at Ion formula in nvutrali/e all fnuv ele= 

'I'he ha-ic ar^iirnent thui -aW ihuv factorH influunce local Hchool dis= 
Inct dt'CMinnH in a>^ Ibllows; nrHt. withfJUl any?^tate c(|ualizatinn-aid 
fornuihu liigh-prcipta ty-Windth districts are ahle to l airie greatur rev* 
enjien at a i^n'en tax rafe than lusv-prnpert y-wealth diHtricts. Thin 
arKurnent has led to the development and une of the current net of 
tH|uaiixatinn f/rograms, hased primarily on prnperty wealth per puuiL 
Second, even with Huch e(|ualii^iitinn formulas that neutrnlize wealth 
dillerenceH. however, diHtrictM with higherMncome reHldents hear a 
lower f)er{rntat4e hurden in [)rovidin^ a gi\'en level of education than 
districts with hjWur incfime, i.e., the svealthier grcjup of reHidents 
^pend a smaller portion of their income. Third, even holding total 
firof)erty wealth and htiusehold income constant, districts with a 
gri'ati-r finiportioii of tfu.- profu^rty tax hasi^ comprising nonreHiden- 
tial [)roperty M.e.. commercial and industrial property) are ahle to 
shift some (jf tlu^ f)roperty tax hurden iu nonresidential property own- 
I'rs. Thus to raise an additional $100 per [)upih for example, the 
grcsiter the tionresnlt'iit lal pniperty tax hase. the lower the price for 
tlie extra expenditure for rc^sident homeowiiers. Finally, the slruc- 
turt^ i)f"the aai formulas is important hecause. for foundation types 
(jf sys(iM!is. tile state aid is fixed so lon^^ as the district levies the 
minimuin required local tax rate, while for percentage equaliidng or 
guaranteed tax programs the aid is variable, depending not only on 
local woahh hui also the local tax rate. Htate aid will rise asthedis^ 
li K i uicrtsi^^e^ i^^ tax l ale, luiL it shoukl he ke[)t m mmd that the addj^ 
tiofial slati^ aid must he matchi^d hy incnMises in local dollars. 

An exf)anding liftuature on policy analysis treats in detail both the 
issues of how state aid formulas with a "price" variahle and how local 

Akhj!uui! uu-niMi' and rcHidcatUil property tend to Iw pd^itively corre- 
lnte<I. tJitai (HMipprty wealth includes cinnmercinf industrial and agricuh 
tural property wtdl ;is rehideut lal [iro[)erly= Tlie existeace id fnuny putjr 
fafnilie^^ ui areas with Inr^e f)niporlioas of aonresidentiitl property is a 
fiinjor reiisfin uuonie and intal projuTtv wealth aiay ntjf he highly corre- 
lated 
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nscal capacity measures, other than total assessed value u/ property 
per pupil, afiect locr<l district expenditure decisions, Barro ( 1972) and 
Inman (1977) have developed Lhu ii . ^ cumprehensive theoretical 
models for investigating thOh^? issues. The Grubb and Michelson 
(1974), Feldstein (1976) and Laud (19" 1) studies of these issues, all 
using MassachusettB data from about 1970, constitute the major 
policy research contributions to this issue prior to 1978, In generai 
these authors found that expenditures per pupil increased as income 
increased, as the proportion of the property tax base that was resi- 
dential decreased, and as the *-price" variable (i,e,, matching rate) in 
the formula decreased. Although the three studies did not produce 
results that were identical, the general trends were similar. All three 
studies used cross-sectional data from one year only. 

In tin attempt to determine explicitly the impact of these factors over 
time in the response of school districts to school finance reforms 
enacted in the 1970s, two studies have been condurted recently, one 
by Vincent and Adams (forthcoming) and another by Carroll (forth- 
coming), Vincent and Adams investigated 1971-72 and 1975-76 data 
from Minnesota, which enacted a foundation type of school finance 
reform in 1971, and 1972-73 and 1974-75 data from Colorado, which 
enacted a guaranteed tax base type of school fitiauce reform in 1973, 
For both states, Vincent and Adams found, in general, that higher 
expenditures per pupil were associated with higher household in- 
come and districts with greater proportions of cumniercial , industrial 
and agricultural property in the tax base. 

The Carroll results based on data from Michigan, which passed a 
basically unrestricted guaranteed tax base formula in 1973, produced 
expected results for the formula-based price variable (i,e,, the higher 
the price the lower the expenditures). The results also showed income 
to be positively associated with expenditures and the proxy variables 
for the percent of the property tax base that is residential to be nega- 
tively associated with expenditure levels, 

Carroll, as well as Vincent and Adams, indicate that additior^^,.^ 
empirical work is .needed to sort out all the factors infiuencing 
school district response to a school finance reform. These studies 
indicate that wealth neutrality is significantly more complicated 
than previously considered svithin school finance circles. But while 
the rosults are not yet denniflve, they do show that effecting wealth 
equalizatiQn and wealth neutrality in a state school finance struc- 
ture requires investigation of at least four factors; property wealth, 
composition of. the property tax base, household income and the 
"price*' component of an equalization formula, , 
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Land Value Capitalisation. An iKsuu that is nnw in the schoo! 11= 
nance debate in capitalisation. Capitalization refers to the long-run 
efTect that local taxes or expenditures can have on the prices of land 
and homes, In general, if taxes increuHe in one school district or if 
the quality of education services decrease, the prices uf homes niay 
increase, with other things held constant including taxes and spend- 
ifig levels in neighboring districts. Likewise, if taxes decrease or 
t 'lucalional serv icus increase, prices may increase. Oh\ iuuHly, in the 
real world "other things" are seldom constant. Nonetheless, capitali- 
sation remains as a spin-off effect of school nnance reform and major 
reforms that significantly change either local tax or spending levels 
probably, in the long run, will have an efTect on the local value of land 
and homes. 



The phenomenon of capitalization has long been djscuHsed by econo- 
mists, Jensen n93 1 1, as early as 1 920, found evidence of land- value 
capitalization for farm land. In a study in the 1960s, Woodard and 
Brady ( 1965) also fV>und evidence of farm land-value capitalization, 
but found in addition that the value of higher priced land was re- 
duced more than the capitalized value of the tax — while the value 
of lower priced land was reduced by less than the capitalized value 
of the tax. Stretched to a school finance angdogy, this would mean 
that capitalization would affect property-rich districts to a greater 
degree than pruperty'poor districts, 

Daicoff ( 1961 > ccmducted one of the first studies of capitalization that 
took into efTuct both the change in taxation level and the change in 
service levels. He found, contrary to expectations, that property 
values and tax rates were posifively associated, i,e.. higher taxes 
were accompanied by higher \k .ce levels. His suggested explanation 
was that the negative effects of higher taxes were more than com- 
punsated by the positive effects of higher Hervice levels. Two other 
recent studies, however, that controlled for service-level differences 
did find evidence of classical capitalization. Wicks, Little and Beck 
i 1968) found a capitalization efTect in a Montana county that imple- 
mented a reassessment program, and Smith ( 1 970) documented simi- 
lar results ff)r a reaHsessment prngram in San Francisco. 

In one of the most sophisticated studies of this issue, Gates (1969) 
Used regressicin analysis in a study of capitalization in New Jersey, 
He found that, although difTerentially high local property tax rates 
were negatively assficiated with land values, the efTect was more 
than offset when the proceeds of the tax were used to provide in- 
, creased educational services. 




Bish (1975), in a thaoretical discussion of this issue related to the 
effects of school finance reform, suggested that a major reform would 
have considerable capitalization efiects. Newacheck, drawing from 
the results of related studies, predicted that a school finance re- 
form in California that caused a tax increase on the order of $,70 per 
hundred dollars of assessed valuation in a particular school district 
could produce reductions in the value of a $100,000 home of about 
$3,400. And many persons in California believe that AB 65, the Cali- 
fornia school finance reform of 1977, will, over the next few years, 
have major capitalization efTects. 

In short, one of the new issues emerging in school finance policy 
discussions is capitalization. By the end of the summer of 1978, a 
study of potential capitalization efTects in California will be com- 
pleted by ECS. The results, however, will be preliminary because 
actual data for and efTects of the 1977 reform will not be available 
until the next few years. However, the capitalization phenomenon, 
wl: ; le a second-order efiect, is one that can be studied in other states 
and is an issue on which economic analysis should shed more light 
in the next few years. 

Pupil 'Need Equalimtion. As mentioned in the introduction to this 
booklet, one of the characteristics of school finance reforms in the 
1970s has been increased attention to student populations that re- 
quire extra educational services such as the handicappedj the eco- 
nomically or educationally disadvantaged, the student for whom 
Engli.sh is not the dominant language and the student in vocational 
education programs. At the same time, many school finance analyses 
ignore these categorical programs. The relationship between the 
financing of these special services and the general -aid structure, 
moreover, has been almost totally ignored by the court cases. Never- 
theless, local, state and federal revenues for these high -costs serv- 
ices should be as much a part of comprehensive education finance 
structures and analyses as the normal student and the general-aid 
formula. 

Categorical programs are funded in numerous ways. But, just as 
many school finance general-aid formulas have been shown to be 
analytically equivalent^ ho have the categorical funding mechanisms 
boon shown to be algebraically the same (Bernstein et.ah, 1976). One 
of the emerging issues for the categorical funding mechanisms is the 
degree to which they, too, provide services that are inequitably 
related to wealth or income. There is some information that sug- 
gests that such inequities occur most noticeably in states in which 
the overall Htate role in funding education is low. For example, in 
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Massachusetts (Wilken and Porter, 1976), Connecticut, Oregon 
(Vescera, forthcoming), and Colorado (Montoya, forthcoming), the 
number of spacial education students served as a percent of total 
enrollment, special education expenditures per special education 
student served, and state special education aid per pupil are higher 
in districts with higher property wealth and income. That is, high- 
wealth, high-income districts seem to identify more special education 
need, spend more for those services and receive greater amounts of 
state support for the services. Particularly the association with 
higher income is counter to what one would expect and what other 
research has shown: namely, that the incidence of students needing 
special services is greater among low-income households. 

On the other hand, analyses of special education services in Mary- 
land (Callahan and Wilken, June 1976), Missouri, Florida ( Vescera, 
forthcoming), Washington (Callahan and Wilken, 1975) and Georgia 
(Wilken and Porter, 1976) show littU relationship between the 
wealth and income characteristics of school districts and the provi- 
sion of special education resources. For these states, moreover, the 
overall state role in supporting public education is higher than in » 
Connecticut, Massachusetts and Oregon, Exactly what mechanisms 
are operating to produce these results have not been explicitly 
identified at this time. But the results from these eight states sug- 
gest that the general state role, the structure of the categorical o^d 
funding system and the equity in the provision of special education 
services are interacting and producing unanticipated behaviors by 
school districts. Heightened sensitivity is needed to anticipate these 
potential behaviors, and additional policy research is needed to in- 
sure that unintentional inequities do not occur. 

A related issue for such additional policy analysis is the degree to 
which the distribution of categorical-aid dollars enhances or under- 
mines the overall equaUzation objecti ves of the general-aid formula, 
Put another way, even though most categorical programs in a state 
are not funded with equalization formulas, there is no strong argu- 
ment for not using equalization schemes unless the state fully funds 
the service, which is true in only a few instances. Since equalization 
formulas are not used, there is a possibility (and in some states a 
reality) that the unequalizing distribution of categorical aid can ofT- 
set the equalization gains made by the generaUaid formula. Vescera 
(forthcoming) has demonstrated that this can happen in his analysis 
of the equalization thrust of state aid for education of the handi- 
capped but has shown that both federal compensatory education aid 
under Title I of the Elementary and Secondary Education Act and 
state compensatory education programs enhance equalization under 
both definitions of equity, and also have an income redistribution 
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ofFyct. These results wore also found in the NIK Htudy of the diHtribtn 
t:on of Title I aid (Tronh, 1977). 

It ^hnuld noted, thuugh, that if the ^tate fully fund?; the total 
excu^rf cuHtH of providing categorical HerviceH the equalization iNHue 
with respect to categorical aid distributions is no longer an issue of 
concern. Howe\'or, since few states fully fund 100 pernent of excess 
costs, higher=wealth districts are more easily able to raise their share 
than lower^wealth districts, and the interaction of the general aid 
and categorical aid programs then needs to be scrutinized nioru 
closely. 

The general points to he made in this section on pupiUneed equali- 
zation are that; 

1 ) Kdiication finance policy includes more than the genurahaid 
formula, and scrutiny should be given to the distribution of 
categorical-aid dollars as well as generaNaid dollars. 

2j The fiscal equity issue with respect to categorical-aid fimds 
is especially acute for states in which the state role in financ- 
ing elementary and secondary education is low, 

'li Equalization ol^jectives of a state should be assessed both 
in and of themselves as well as the degree to which thuy are 
affected by the allocation of categoricaNaid dollars. 

Cnst r<itialicati<in, l-oiicv makers in all states know that the pur- 
ch. isi ng power of the education dollar varies, in stjme cases dra- 
matically, across school districts in a state. In the past few years, 
there has been increased intcTOSt in developing indices that a state 
cciuld us(^ to a(Ijust the equalization ftjrmula to account ff)r these drf- 
fV'rences In the costs of providing education services. At the same 
time, there have been a number of different attempts to develop such 
indices, sorne more sul)stantively grounded than others. 

The most crude attempts to develop costs indices have been those 
that simply make comp/irisons of expenditure difTerences across 
school districts. Such nttempts are seriously flnwed, however, he- 
cause expenditure differences are dramatically difTcrent from cost 
differences. nifTerences in educatfon expenditures are caused by two 
factors: differences in the quality or level of services provided and 
differences in the costs of providing those services. The fbrmei' are 
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within the control of local school districts, i.e., except whf^re explicitly 
limitecl by Htate !a%v, local districts are able to choose the level of 
Dducation sorvicc^ they wish to provide. Differences in education 
costs, however, are out^^ide the control of local distrietH and are 
caused by factors such as geogrnphical location, charncteristics of the 
student body and other demographic ch^tracteristks of the school 
dlHtrict. 

The dt^yelopmt nt orindice;^ incVicHit^ iht^ di/B^rence^ i n rducal ion 
costs requires a rigorous economic model and sophisticated statistical 
techniques that can separate the controllable from the uncontrollable 
variables and, holding constant the level or quality of services pro* 
vided, base the indices on the uncontrollable variables. Cost-of-edu= 
cation indices based on this economic methodology are also different 
from, as well as more accurate than, cost-oWiving indices. Therefbre, 
the market bagket of goods that are based on household expenditure 
patterns and used to develop cost-of-living indices is different from 
the market basket of goods that school districts must purchase to 
provide education services. 

Data from four states have been used to develop cost indices using 
economic modeling and regression analysis. Brazer and Anderson 
(1976) developed cost indices for school districts in Michigan; Frey 
(1976) has done similar work for New Jersey; Grubb and Hyman 
{1976) for California; and Kenny, Denslow and Goffman (1976) for 
Florida, Thes^ studios have all attempted to predict average teacher 
salaries among districts and then have developed the indices on the 
bases of the uncontrollable factors accounting for diffurences in dis- 
trict average teacher salaries, 

C h a m be r s , Od d e n a n d i n ce n t ( 1 9 7 6 ) a n d , m o re i^e ce n 1 1 y , C h a m i)e I's 
1 1978) have used a slightly different technique. These studies used 
.samples of individual teachers, rather than district averages, to pro- 
duce cost indices for the state of Missouri, Such a metl\odology 
allows one to pick up both inter- and intra-district factors that may 
account fVir salary dtf7brencos and is based on the fiiirly. v.ell de%uh 
oped hedonic price methodology that has been used in other eco- 
nomic research. These authors are currently involved in a similar 
project in California that will include the development of teacher and 
administrator cost indices, an index of transportation costs (which 
was also done in the second Missouri study), and an energy or plant 
operations cost index^ In addition, the authors plan to use the indices 
developed in an analysis of school district response to the California 
aid formula and the changes in it that have been enacted over the 
past five years. 



In Hhort. much work has been done on develo|-ing cOHt=of=education 
.indices and, although the economic methodology that has been used 
by a f(?w HtateH Ih somewhat complicated, it is aNo prohahly the mo^t 
defensible and accurate. 

The effect of lining co^t indices, however, i?^ not a neutral one. Metro- 
poHtan di^trict^^ in general have above-averuge indices while rural 
districts have below-average indices. Thus, all other things being 
cquaK the use of a cob;t^of^education index will result in relatively 
greater amounts of aid nowing to metco^plitan districts as compared 
to nonmetropolitan^districts. In alrn^^ every research report. more= 
iiver, the highest-cost iridices have been found to occur in the central- 
city school districts thus both suhfetnptiating the fact that costs are 
indeed higher in the cities and jit^ljiyi^g ^^e use of cost indices to 
compensate city school districts tor the lower purchasing power of 
their funds. 

Intra-distrirt Equalization^ School nnance has for the most part 
concerned itself with intur-^district resource allocation issues. Ncver= 
theless there have been both litigation and policy research related to 
intra-district resource distribution issues. The most welhknown dis- 
trict struggling with thene issues is the Washingten, district, 
which came under court order to allocate dollars per pupil so the 
differences among the schools within the district were within a five- 
percent band about the average school Both court briefs and subr^^^ 
quent research had shown that the inequality of resource distrihu = 
tion was closelv related to sociodemographic characteristics of the 
schools, with the predominnntly black, low^income schools receiving 
the lowest nniounts per pupil (Hohson v. Hansen, 1971). 

Other research on intra-district resource allocation has been scant. 
Attempts svere made to conduct such analyses for the New York City 
school district hut the results have not been widely disseminated, 
Vescera i tbrthcomi ng L however^ has reported on an extensive analy- 
sis of the inequality of expenditures per pupil among schools within 
th^^ !,oH Ang-lns unified schnol Hj^tricl. Although finding significant 
diflerences in expenditures per pupil among schoohu the differences 
were not systematically related to achievement levtds. economic 
difn^rences nor racial differences. 

The issue of intra-diHtrict resource distribution is one that, while not 
the top agendn item in any state, is being raised by a number of 
policy makers at the state and local levels. Although predicticjns are 
hazard{)us in the public policy arena, one could expect that this issue 
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urban fii?^tr'iciH. 

The PoliHcs of EdutLitifjn 

Although niany oi'lht* sLlh^lariti vt» Isriuvr^. sui'rnuiui 11114 Hchnol iniaiii/r 
nrv vLiiUiimiv, t'ciucation flrianuc poiicy is rnadt* hy state l('»jishitni> 
rnusl aiifjcatt' ihv scarce rescUirces (il tiiu ^tates arnoiiy nunu-i^nii?. 
iunci]iii\ii] area^. hi t[iis h^hf, it impnrtatu now tlie vnari^p- 
that havu occurred and are occLirrin<i in tht^ poUf ics of public edue(i= 
tion policy makinL^. No ionina^ a j a ^ -ai-dators rely solely on the 
education lobby for £idvice on the ptjlicy cdiangcs that need to be 
enacted each year. The poIiticH oreducation in becoming increasingly 
complicated and fragmented %vith competition both within the edu- 
Ciition circle and butweeri educators and noneilucatiun ^^rtJUps that 
are demanding other governinental servicus. 

Tlie new cijmplexities in the politics of edncaticin can be viewed in a 
nuniber ot dinertaU %vays 1 Kelly, IfiTH), a irst, there is greater fiscal 
conflict between local schoid di.sfricts and <JtfuM' local t^overnrnents 
coficernin^ scarce local re\'t'nues and intergovernnHaita! aitb Sec- 
ond, there in a decl Ining percentage of taxpayers will ing to pa>' high 
education taxes. Third, teachei' gr'oups and fjarcmt groups art* nn 
longer alignc^d as clostdy as they used to be. Both the se^cond rmci 
third factors iesult in an eF'iisinn of fiolitical support for public edu- 
catiim. Fourth, cfun'is, legislatures and gnxernors incTeasingly in- 
vr)lvc* themselves in the prc>blems of school finrmeing. Fifth, the 
urban suburban cleavages have hroadened. uausing additional frag- 
mentation i n tlu^ general suppfirt tbr (education. Six, two competiti ve 
elanients exist within the education sector: first, a hnri/ontal cornpe- 
tition iietvvt^en geni»ral aid and tlie host of categoricah taigetedaiid 
programs, and sec(»rul, a vertical competition hetWfM^n elefiuaitary 
and secondary taluuatittn iincl the poslsecondai y ^(^cicMv 

VV'ithin this Iragrnenied and cornplex vortex of political f)ressurc*s, 
schcxii (inaiice rtaui inf^ arn eiUiCied by statt* legislators. \ et, there 
little research (sf a sui)Htantive, piditical science, public policy- 
making nature cfjnducted tlial sheds much light on tlie politics of 
schc)ol flnatice ren)rm. Numerous descripti\'e accounts of the schocd 
flnarice rtdbrrri eviaits in a ruunher of states haN'e been reporttaL Ab 
though infcirmative, these case history stori(*s Ho ntU allow for rigor- 
ous comparisons across states. Herke, Hhalala anci Williams ( 197ii) 
have made the best attempt to geniaadii^e hot h acniss states as well as 
acroHH methods for effecting relonn. They slinsved that refbrin at- 



ternplci roliTunda wuru cunHiciurahly \v>-a succeHHiu! than lu^isla- 
tivtr atteinpt?=^ and identilWd the Ibiluwiiiir I'fiaiuitatMM^t icH ol ?4uccus^' 
ful IvmMiiliyv t*iiV)rts to uhan^t' Hclioo! Ilnahi^.- jniliL u*s: 

li A t Ibu r= S^tnnM nri i ' j mm'h i(l i H ;nia U ^ i a f ul U^mslati%"<' 

cit'tiativ 

2* OriMi rrtMit't^ ui I'xli-iMud int-nt-i such as a '^uiu't I'aH^s a {^oni-i'- 

.)! Strfin*/ pulituai If'adt'i^iup Irnni iallua^ tin* h^LfjHlatne ut 
i'Nt't uti va hiaiu h. 

i A vviiJVrn pat ka^t.', i lU"! uciiiiij nniu nrat anial aid, ul It' vtd i n|4 
up" m which ail disli itts st'ctuvr fiiii-ihiM^. 

Hi I'iaid'- tn ffiiaiaM' tilt' rc^tnt-rii, »ai! r ti^iaii a ('f'sa-auo HurphjH 
la* an Jiait/a-i^ ni (axt.^?^. 

niit' Uicm; |.^taua a i j /-i t Uuii^ a 1 1.' Uriiuin , \s i uiL itt t/tUHh ia i j v in 

light (if ilu* rapidly idiaagiiit; p(ilit it^a! ai'tauL is a rroHH-slat study of 
the pfditii^s uf sch(M)l lluance relnrrin tha! is sea within sorne jnil;?!!^ 
paliuyanakiu^ aJid \)V [)al it k'ui srieiu^e cansti ucts so I hi' results wnuld 
lie j I > useiul U) pulicN' uiakers ni nf)nre!i)iaii Hlales, (2i heiplul in 
f>hii!ung the cdemerits orreiniaii apart frani inchs ichjal states elun^tc- 
tta'isties and U|t a ef)ntrihLitinn tn the desa*lopin^ ennstructs ul' the 
put I tics ufedu cat ion As a flivt ruf at this task. MCS Hal! he puhih ' - 
mg Hi U)7H a_ h(H)klt't oii th(^ piulitie.s nl ,Ki'ho(d iitiance I'elorrn in .seNfUi 
siatt 

Cliiinging StH.icMiii DiMi(i()gra()fii< ^i 

Inipcu'lani [ienu><jrii[)lHr eiiaiiiies in llu' Anaaacan siKaety aia' occur"- 
nri^ tliat ha\"*' irnpcatant iuipl ical ions Un selaHil liruinciug pulicies. 
'I'he first isdeclinum (UirolhiuuUs t hat areexptTted to persist tlu'uugh 
thf» earlv IftHtu Thi* impact nfsurh deelinf's. hf)W»*ver. will ht» lelt 
through t!u^ I91)0s in tlu> natiari^s high schools and postHecondaty 
in?ili tut ions. A st'cond factor is the increasing Huburhanizatii)ri across 
the country, accompanied botii hy increasing racial and ecfinomic 
segregation including the decline of many ccjre cities. Related to this 
phenonienun is the growth and aliliience r)l"the "sunbelt" and decline 
f>r tile N(irtlieast= Anothiu' factor, and one* that tuis rtHauvefi little* 
attention, in the growth ofHmnlL nonrnetropolitan towns rufloctipg 
the demiKii of the ruraburhan migration and the heginningH of what 



Thf in ifM- \nu:li p. an i hit inri b:i^ h?'rii hiliovstHi i)^' i [iciia-rij 

U-v <'!liK';[l p ifi ! "mH! iiMh-'i -ubni iuwii/atinn arul irUtMa^t'Lii'sn.i! racia! 

i/uiUiir! .ian i\\a<\^' lln' -rfinitl niiinaL^rintMil ai tiu^-'i^ [jraiiitaa-- 
iiinyr (jaihaiit INi'hiii llw MiUiralian ^rctia-. tlif fact that [hv inan- 
a;:i/M.t ni <i' \<^\ \ ]]\ vt'i\\i\Vi'^ [ivi'iili^y >k\\\ ancl alln\\> for a 

-riiillH! [n.ti-in ul wr^n lia^ nnt iHsiMy lu'on ack nuwh'ciiu'cL l!n^in = 
^■a^ju'!r-. Mi i -ii nd*-r-i a nd ' ai> ainl h'U traclua^ innrNih" [lavr acs^u rr».'cL 



In >huvl, althoiiiih nui*.a\ fia-- iu-rn w ritten an the impacts the chnngcH 
in thr aniinfr\^'^ ritMnni^ra ph ics ara having on t^fiucatinn policy 
niaking. thert- still exists prt:cinus littiu Huhstantive policy analysis 
of what iht^ liiipacts actual iy are anfi what policy makers can du abuut 
them, althnij^h the previous section indicates some of the impacts 
on the politics of ccliu ation. The niiist comprehensi\'e set ui research 
proiects on the impacts of declining enroiiments were conducted 
undc^r NIK sponsorship and have heen compiled in a hook entitled, 
Df'rhnm^ Krimll nh^nts: The Challengv of the Coming I)vr(idi\ Hiisan 
AhraniowMtx and Htuart iiosenield, editors. The studies in this hfjok 
cii vcr ^ueh tupic^ Ar- \ rxtt-nt and nature of changing demographics 
and the impact or\ cities, the fiscal and progranmuitic impiicts ol 
decUnmg enr(d Irneuts. the types of legislation used to ease fiscal 
hurdens caused ny Cfcline, and theoretical and local school disti'ict 
concerns related to the maruii^ement ol decline, includhig the impact 
uf" ictrcnchnu'nt on tht^ em[)loymiuU (ilAvomen and minorities. As a 
pririier cui niany issues related to declining enrollments, this honk 
is nnaluahie. 

(Jnc ot the nllna' glowing cfmciaai- surrouiuiing ifu^ ucontinuc im- 
paclf- ot emtjllnienl deciiiU'^ is liu^ l^'ociua -aguig pruhleiu. ee., ihe 
fart that tin* limited lai}i»i' mark^'l loi^ new teachers is resulting in a 
teaching lorce that ir^ (dtU^r, mnre eNpensivt* becaust^ greater nuni- 
[)ei's fd" teachers are in thr^ 'lower right hand coi'tiei"" ol' tlie salary 
schedule, arid, htn'ause of seniority and tenun* laws, more const rain- 
ing for r^cluHjl distiact;^ with respect to personnel alhication. These 
facts nri^ in no way meant as a criticisni of teachers or teacher groups. 
They are simpU' a result <if a decrease in demand for teachei-s and 
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iitly hnriLi tniuhjrtrd iiV U'U 1 i;i:n \V i i kori nf't ho Nat h in; i I ( 'oiiforonro 
"I Siato Lo^n^hil iirt^s and ni ('aiifornia h\ f'hanii)^a> undo!^ a 

iMod V'ni\\i\i\[]i})\ gram. Tlio i^naini)o;N -^IihIv is dcsii/iu'd oxphc.alh 
Ui imviivvv ill iho {iirort (Inancial l>ual tiiai ('haii|ft^s in tht^ (icnifo 
HVnpliy ol thu vdnvii{nm work Ibrco [)hic:o ori liot h lot-al schofd (listriuts 
a 11(1 t lu' r-l a! o, 1 :! ! i fa' i [tijd u'al luii^ oj t hi* uhafi)i(>h uii t ht^ iMj u 1 1 of t ho 

pafl^ oa I ho i'lirulino ti^at^hoi- n-t i ro nioiit syslotns. a iui ' I i t he ofVorl 
on ifio ihanLTifii; doraand f'nr N^arion^ knuiH (if I ra i^hoi 

Anhnii^h nvrrall onfollnioni (iin hiu-^ may -hip in tho oarly ^)^^()^. 
Ma'v u all (^orinrUio tu l :n mnnv Hlato-^, havi^ aha'aciy ailt-cttal hioh 
-rliools ][] iTiany firstrici^ and arc jusi tic'^injiing to hit tho colio^o-. 
anfl inii\ ia>U io^. Tho fua naotantMil t>t .in udiicatinn iMitoi'priHt^ in a 
H na ' r ji dt'id i no \v d I r; ; ; nuo a- a ja^uhlom in nia ny poiHu-t s of' i his 
('uiint r> \nv HUfTio ( tiFio. Additiornd \n)\ wy rt^soai rh is tU't'dod a! a nijni^ 
hrr (>[ li^\ o|s both to assist h)caj (hstncls t'(>po witli l ho prohhans 
aroatod by tho fii-c^hna and to yuidt^ Htato lo^i-hito!-- as tfiov sook to 
onat ( pohcios tfiat fudp raso ibo hurdon (jfMoidiiR' and that rt^qinro 
[lafal fhaa^ain.- s^hori tho\^ ai'o [iiorilod. 



!m[}at ol Schof)! f innncr Retornis 

Srh. .ol rmanrc is likv rnaiiy othia^ fjuhhc policy ishuos in that, wliib' 
auudi ro^oaffh is ({uiduftod doscaibing tho naturo oi'tfio pruhhaiu 
I 't t h' at font ioii M o|% rn to assossin|4 t ho rt^sults of a pid icy tdianor, 
uni [ I pr(jl)h>rn> in it iti oa^ at >ornt^ fut iira da^c^ AUhoa^fi sorno ai lon^ 
(ion ha iMaai given t o rief t'lan i n i n «4 t [lo irnjjact^ of schaal finanro ro^ 
ftaans that haxa- lioi-n nnphMniaitofk nnudi nioi'o is io-cflofk At tjiis 
linio. tho National ( 'f>rif('roiH'o (»f Stato Lcgishtt tiros' h^gishitivt» 
haraih()ok a'ailahan and Wilkcn, lfi7f)( is sliM tho niijst oxttaihivo 
OMfojM^ndoin^ nn f!a' fl ral irapacts of rtda)(}! finaa^^- indoian,. CvuAl 
i tori htajrningi is ciirrtaitly working nn n siiidy ofMlio (Iscid ri^sults of 
rol(jrin in ('aliturnnL Khjrida. Kansas. Micliiiian and Now Mi^xico 
Dinrriff I 1^)17 i and Hra^ca^ anti AnderHnri \ I977i fiave also(i{)noonipir- 
icnl WMjrk on tho fiscal impacts of rcdnrni tn Micfngari arul Kansas. 
And i.i'ppc'rt and Huuih ( fbrthcomi arc st ijflying" the* onv-cts nftho 
implomcaitation of pupil=wTif(hting systcnis in Kloradii, Hvw Maxico 
and Utah. 
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Although baHiKl on i\w stratened sample wchoul di^^trict data frcmi the* 
Kleniuntary and Sucondary GiMiernl Inibrmatifjn Survey (ELBKGIHi 
ibr i^J7n=76 Ciinducted by ihu NationLil Conter fur Education Stitli?^= 
licH, which ^ives bia^^ed renultH for individual HtaLuH. the Se[)Lember 
HiTT InU'rim Report el' the AH^^iHtant Secretary for Policy and Hvalu = 
ation at f lEW entitled "School Finance in th - Seventiu?^: Achieve- 
nu'nisand I'^iilureH." c()nciudeH that few Heh(n . i Inance refbrmn have 
been eifective m reducing expenditure=per-pupii KUps among dis- 
tricts within a state iBrown, Ginsberg. Killalea and Tron, 1911k 
For those expecting spending gaps to have decreased such findings 
aie a disappointment. As mentioned earlier, however, Hscal ncutrah 
[[\ pr<-)/ra/ii- Mi'*/ dr-ig/ifnl 0^ elo-e sorndini: dirrerences, al- 
though many policy makers belioved that such would be the case. 
Since the data sample on which this study is based gives biased 
rehults for individual states, the conclusions oi' the study must be 
treated with caution until the study is replicated with an unbiased 
data set. 

Illinois h;is madt^ the ritiongest state commitment to evaluating its 
school finance rufbrm by mandating that a fiscal evaluation be con= 
dueted each year by the Center Ibr the Study of Educationiil Finance 
at niinoiK >^tate UnjverHity <Hickrod. et ah, 197Bl Huch ^vnluations 
need not be expensive, and annual monitoring of the eiiects of a 
state's school Hnance structure would not only be helpful. f[)r policy 
makern within an individual state, but the results could be compiled 
and generulized to m'ovide useful information for policy makers in 
all states, as well as the federal government. 

A ;-rc:r>nd isHUf relalfd to the results of school Hnance reforms con- 
cernn the proi^rammatic changeH that occur as a result of reform. In 
otht^r words, how have now dollars been used at the local level? The 
initrii studies on this topic found that about 80 percent of each new 
slate dollar was used to provide additional services for students; al- 
though about 20 percent of each new dolhir was uned to raise teach- 
ers' salaries, the raises were in genera! less than those of other dis- 
tricts HI the region iKirst, IDTf); fkuro and CJarrolh 1975). 

A multihtati' studv conducted by the Stanford Rese^irch Institute 
invMSt itiateri the use of school finance? refbrm dollars in a number 
of uistricts in Ibur states: Calilbrnia, Florida, Kansas and Michigan. 
The nndings, to be published by the end of the summer, will include 
the fbllowing: 

] I llieextetit tc? which new dollars have been used, in the main, 
to hirt^ additional teachers and afiministrators, or to raise 
salaries. 

r 



2) The typu of new programB addud by low- wealth diHtrictH. 
iiH to whether they are innovati%'e orHimihir to tho^u alruady 
enjoyed by high-wealth districts. 

3) Evidence for ''entrepreneurial" activity in high-wealth dis- 
tricts, i.e,, the degree to which such districts began applying 
for education grant programs, shifted items from the school 
budget to the municipal t^udget and made greater use of fees, 
activities that tend to offset somewhat the effects of the new 
dollars in lovv-wealth districts. 



A third concern surrounding the increasing state role in financing 
public education is whether control of the education process will 
swing to the state level as well. Although past rusearch has shown 
that there is no systematic relationship between state control and 
the level of state aid ( Levin, 1972; FuHrman. UI74 i, state and (ederiil 
legislation, regulations and guidelines have produced a genera! shift 
in the past decade toward more centralization in the running of 
schools. This shift has been of cunuurn iu many people. 

As an attempt to counlt^r this shifu Florida and California enacted 
provisions in their school finance reforms that encouraged school 
districts to decentralize many planning, budgeting and program- 
matic decisions to the local school site level. California, jn fact, now 
provides an additional $1 10 per pupil for school plans that are ap- 
proved by rugional panels to provide innovative education programs. 
A soc)n-tc)4itNpiiblished report of the eflects of school site budgeting 
< National Urban Coahtiun. 197Hs funded by NIE and C()nducted 
thnjugh the National Urban Ccuilition, found that: 

1 1 Management and budgeting practices underwent signifi- 
cant changes, with principals being given discretion over the 
use of f\mds both within and among expenditure categories. 

2» Holes and functions of administrators and teachers changed, 
with the responsibility of central ofTlce stafT shifting from 
budgeting to planning, evaluation and technical assistance 
to school site managers and with building stafT being more 
concerned with flexibility in staffing and programming. 

3i Successful implementation of school site bud^«ning re- 
quired careful planning and preparation, extensive in- 
service training and a number of years for phasing in the 
entire shift in responsibilities. 




A AiHt imm that can bu discussed undur this section is a s**cond- 
ordtir effect, like land-value capitalization, and concerns the impact 
orren)rmsontheriisidential locational decisions orhouseholds, Fami^ 
lies choo^^e to live in localitioH for a number of reasons including the 
local tax burden, the general cost of living in the area and the set of 
If^al government services provided, including education services. 
Substantial changes in these variables, which could result from a 
, schnnl finance reform, could produce changes in the residential loca- 
iu^n decisions households make and cause migrations, over time, of 
persons from one district to another. Such changes could exacerbate 
or diminish the socioeconomic fragmentation that already exists in 
many regions of many states, especially metropolitan areas. This 
issue is just beginning to receive attention in school finance circles. 

The Children's Time Htudy Pn)ject, being conducted byjCharles Ben^ 
son at the University of Califfjrnia at Berkeley, is investigating some 
aspects of this issue in the Oakland metropolitan area; a book based 
on the study's results entitled The SeriouH BuHinesH of Growing Up 
in Amrrira will he available by the end of 197S, The study is unique 
in many ways because a sample of over 700 individual children is 
being f>>llnwed. The study is looking at how home conditions, such 
as parental aspirations, expectations and locational decisionsp family 
structure in terms of one or two parent, student experiences and 
activities, and quality of education s^^'vices interact to afTectstudent 
education achievement/The study hopes to be able to sort out the 
relative effects of school versus nonschool variables on student 
achievement thereby providing insight into how scarce government 
dollars can be split between school finance reform and other non^ 
education functionH to maximize the impact on pupil learning. 

Collective Bargaining and Teacher Retirement Systems 

Collective bargaining seems to generate much discussion but not 
much analysis. A description of collective bargaining structures in 
education is available in an ECS booklet. 76 Update: Collective Bar^ 
fiaining in Education, which may be updated again in 1978. The 
primary economic issue fer collective ba^^gaining centers on whether 
It increases the salaries of teachers and other education personnel 
and. if so, to what degree. Most of the economic research has shown 
the existence of collective bargaining to have small efTects on school 
budgets, causing less than a five^percent increase, other things held 
constant i Baird and London. 1972; Lipsky and Droting, 1973: Thorn^ 
ton, 1971), Chambers f December 1976), however, using individual 
teachers as the unit of analysis rather than district averages, has 
shown the impact to be substantially larger, on the order of 15 per= 
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cent. The Chambers' work also shows that the economic impact of 
collective bargaining is regional in nature, i.e., a district that does 
not ejngage in collective bargaining but is located in a region that, in 
general, does bargain, is afTected by the higher salary demands to a 
similar degree as the bargaining districts. 

Anthony Pascal and Lorraine McDonnel (forthcoming), through 
Rand's Policy Center for Education Finance and Governance, are 
engaged in a study of the ways in which collective bargaining by 
teachers influences the environment of the classroom and the organic 
zation of the schooL This research emphasizes bargaining outcomes 
other than wages and fringes, such as hours, working conditions, 
job security and teacher power, over curriculum. The National Insti- 
tute of Education and the Office of the Assistant Secretary of Educa^ 
tion, DHEW, are sponsoring the study. 

The first phase of the study consisted of the analysis of provisions 
appuaring in collective bargaining agreements obtained in 1970 and 
in 1975 in about 150 of the larger school districts (enrollments ex^ 
ceeding 12,000) across the country. In phase two, interviews will be 
conducted with negotiators, administrators, teachers and commu-. 
nity representatives in 15 of these same districts. The fieldwork 
phase of the study will fbcuB on bargaining strategies, institutionali^ 
zation of teacher power and bypass mechanisms. A final report is due 
in the fall of 1978, 

One. of the most important changes that may be occurring on the 
collective bargaining front is the increasing sophistication of teach- 
ers in their knowledge of the issues related to school finance. Teacher 
groupH are fast becoming aware that what happens in the state capi- 
tal on the school finance laws affects their classroom as well as salary 
situation. Under a grant from NIE, the American^ Federation of 
Teachers has contracted with the Education Policy Research Insti- 
tute of the Educational Testing Service to train teacher leaders in 
a number of states in the general issues related to education finance 
as well as the specifics of their particular state*s school funding 
structure. This project is developing materials that can be used for 
training teacher leaders in all states. As teachers become more 
knowledgeable about school finance the sophistication of the 
teaeher lobby in the capital will be enhanced. It will be interesting 
to follow the organizational impacts of this training because teach- 
ers represent wealthy and poor school districts and it may be difTi- 
cult for teacher groups, as organizati ms, to take specific positions 
on school finance legislation, unless the teacher members come from 
districts that are similarly impacted. 
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An additional teacher-related fiscal issue that should be, but in gen- 
eral never has been, part of school finance is the funding of teacher 
retirement systems. Not only has there been little written on this 
topic but also the data to conduct empirical policy .analysis on the 
iHSues is difTicult to find. Although dubbed "financial time bombs" 
recently by a U.S, Senator, the facts to support or rebut such a char- 
acterization of teacher pension plans simply do not exist. Bernard 
Jump { 1977) has done some of the pioneering work on teacher retire- 
ment systems: Tilove ( 1975) has written an excellent text on public 
retirement systems in general. 

There are numerous issues that need to be considered in assessing 
the financial health of teacher retirement funds. The first concerns 
the governmental level at which the funds are operated and funded. 
Most teacher retirement systems are funded and operated locally; 
other public employee pension systems are operated at the state level. 
On the whole, state operated funds seem to fare better: record keep- 
ing is more extensive, funding is more sound and investing strate- 
gies have produced greater returns. 

A second issue concerns the integration of taacher retirement sys- 
tems (or any state and local public pension fund) with the federal 
Social Security system. In the 37 states with integrated systems, 
retirement levels equal, on an average, 70 percent of spendable in- 
come before retirement. In the remaining 13 states, the combination 
of teacher retirement system pensions with social security often pro- 
duces a retirement salary greater than pre-retirement income. This 
clearly makes no sense. Although the structural problem of integrat- 
ing the two systems cannot be solved retroactively, chances are great 
that Congress will require state and local government participation 
in Social Security, thus rendering the integration issue moot in states 
not now participating. % 

The third issue concerning teacher retirement systems relates to how 
the adequacy of its funding can be assessed, 8ince there are no com- 
inonly accepted standards in actuarial science, it is necessary for a 
'policy maker to examine the assumptions used in determining the 
funding of pension systems. The two critical assumptions are those 
pertaining to: I) future salary growth and 2) expected earnings on 
investments* The former requires 20-30-year salary projections, 
which must be done on the basis of a series of assumptions on infla- 
lion and the size of the employment force. For the latter, the common 
error is an overly optimistic assumption on annual earnings. What 
is needed is a series of simulations of funding needs for a pension 
system based on alternative assumptions. This would provide the 



policy maker with a set of alternatives on which a more reasonable 
decision could be reached in terms of providing an adequate funding 
leveK 

As states continue to examine fiscal issues related to education, how- 
ever, it is undoubtedly time to include the financial including the 
actuarial, aspects of teacher retirement systems on their agendas, 
States need neither pension fund bombshells nor the need to break 
promises -to the retired; attention to the structures and cost of retire- 
ment programs could save a state from facing either of these two 
undesirable alternativus. 

Taxpayer Revolt* Fantasy or Fact 

Many people across the country, including state policy makers, see 
school fi nance, the property tax and the taxpayers' revolt as natural ly 
intertwined. Budgets are voted down in the state of I^ew York, 
excesH levy re fe rend urns are defeated in Oregon and Washington, 
Maine voters eliminate the uniform property tax and a property tax 
limitation is, again, put on the ballot in California, Reporters and 
the public zero in oY\ these examples and claim a property taxpayers' 
revolt has begun that threatens the fiscal stability of schools. 

Is there a property taxpayers' revolt? 

It is difHcult to answer this question. There is great concern among 
taxpayerH across the country with increasing tax bills, not only local 
property taxes, but also state income and sales taxes, and federal 
income and social security taxes. Any testing of the nation indicates 
clearly that the countr>\ is experiencing a fiscally conservative mood, 
brought about largely by recent concurrent infiation and recession in 
the national economy. This double whammy has been exacerbated in 
many local communities by rapid increases in the value of residen- 
tial property, with increases equaling 10-15 percent in many growing 
communities. These value increases often result in increases in 
assessed valuations that push the local proparty tax up. Although a 
truism by now, the local property tax* and especially the school por- 
tion of it, is often the only tax "put to the voters" and thus bears 
the wrath of the taxpayer over any taxation situation. 

It seems ton dramatic to characterize these events as a national 
property taxpayers' revolt. There is however, a growing interest in 
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coritrolling government eKpundituros at all levels = locah stutt! and 
federal. For example, in the November 1976 elections, there were 

:ballotH in^numerouH Htates related to contrplUng either the expendi- 
ture growth of state governments or the total tax burden as a 
percentage of statewide personal income. Although most of these 
referenda ms were defeated, niany state legislatures have enacted 

^.limitations on expenditure and tax growth. For example, local gov- 
ern men t expenditure increases are capped at five percent in New 
Jersey, Wisconsin recently also mandated limitations on increases 
in the expenditures of local governments. Colorado capped the in- 
crease of .state government e,^penditu res at seven percent, mandating 
that additional state revenues be used for property tax relier Similar 
limitations have been enacted or are being debated in many states. 
"Jarvis-Oann'* property tax limitations may occur in many states 
and, if passed, make school finance a new kind of balUgame, 

In a sense, school finance has taken the lead in this new development 
of expenditure controls and taxation limits. One of the primary 
characteristics of the school finance reform enacted in the 1970s has 
been the simultaneous use of expenditure controls, tax limits, state 
aid caps and other mechanisms to control expenditure increases and 
stabilize the local property tax. The specifics of the different state 
mechanisms have been reviewed by both Chattanbach, et.al,, (1975i 
and most recently by Tron 1 1977 i and Callahan and Wilken (August. 
1977), 

Apart from the taxpayer revolt concern are still the other taxation 
issues related to school finance structures. Although the debate on 
the incidence of the property tax incidence continues, the most recent 
evidence indicates that whatever one's theoretical stance, the prop- 
erty tax imposes a greater percentage burden on low-income house- 
holds than on high-income households lOdden and Vincent, 1976). 
McLure il977i, moreover, has written that whether property tax 
burdens tend to be shifted and regressive in incidence (the "conven- 
tionaT' view) or borne mainly by property owners and progressive 
in incidence (the "nesv" viesv> depends on whether the tax is a local 
or national tax, the former resulting In regressi\*e and the latter in 
progressive incidence patterns. Since the tax is local in nature, 
McLure suggests that the "new" view is largely irrelevant to the 
policy questions related to the incidence of the property tax as it is 
actually used in this country. 

State policy makers continue to viesv thejjroperty tax as regressive 
in nature by enacting and expanding state^nnnnced circuit breaker 
progrums of property tax relief that protect low-income households. 



especially ihmu in wualthy suhcjol districts. IVom pmperLy tax ovur^ 
burderis. The policy question that linkH school nnance to expanded 
circuit breaker programK, however, in how nuch programs interact 
with thu HchooI finance HVHtem. For example, 1n Michigan and VVim- 
connin, both o( which have expanded circuit breaker programK and 
guaranteed yield Hchool finance fH*ogramH. dtjes the circuit breaker 
program allow certain dintrictn to increase rncne eanily their prop-- 
erty tax raten because a Higniflcant nuhiber orh(jUHehnldH face limited 
property tax burdens? Although mentirmed an a concern by Home 
policy makers, thin issue has n(Jt iieen the sul)ject of a policy analysis 
study. This is one area that sliould receive scnne attention in the next 
few yearh. 

Finally, the equity and incidence pattern of all state taxes is of con- 
cern for school finance policv makers concerned with the taxation 
side as well ns the chstriliution side of scliool finance struciures. In 
this light, Fhnres i 1973i is in the process of^ updating his study of 
the tax system in each of the oO states. His revised book should 
pruvidu a svealth of new information for stale tax specialists by not 
(mly updating and summarizing the most current theoretical knowb 
edgu on tax incidence but also iiy mapping the incidence pattern of^ 
the tax systems in the nO states fbr the UJ7B flsi-al year. 

Low-Income and Minorily Students and Urban 
School Finance 

Simple school finance relurm laws providing equal i/ati(in based only 
on assessed valuation of property per pupil can offset gains made in 
providing needed education services ttj hjw-inccmie and nv minority 
students as well as worsen the flscLiI plight of many central-city 
school districts. Although the issues of the impact of school finance 
structures on low-income and mintn ity students could be separated 
from the impact on urban districts, the two issues are also inexorably 
intertwined. A recent NCBLstudytCallahan.et.al., September 1977) 
has shown that, particularly for cities in the Northeast and Midwest, 
the population shifts that have occurred in the past decade have left 
city school districts with a student body that is increasingly minority, 
lower income and with ccmcentrations (jf students from Spanish^ 
speaking families. At the same time the property tax bases have been 
stagnari't ov declining. The result has been to increase the fiscal 
sciueeze on city districts becauHe. although total numbers of students 
'have drtipped. the remaining populatirm is characterized by concen- 
trations of students needing higher-cost education services such as 
bili nguai education, cionpensatory t»ducation or education for the 
handicapped. 




Not all minority and low-income students are found in city school 
districts* however. And the residence of low^ncome and minority 
students and the impacts of school finance structures on them varies 
significantly across states as found in an NIE-funded study of these 
issues, which will be published late in 1978, In Colorado, for exam^ 
pie, the majority of black students were found to live in the urban 
districts, primarily in Denver, which is high in property wealth, 
while students from Spanish-speaking backgrounds were divided 
in essentially a bimodal distribution, between the wealthier urban 
districts and very poor rural areas. Low-income students, more- 
• over, had difTerent iocational characteristics. Similarly, in California 
it was found that black students received the largest average educa- 
tion expenditurus, due primarily ^to the urban factors in the Califor- 
nia compensatory education program and the concentration of black 
students in the urban centers. Low-income concentration in Califor- 
nia was found to be generally unrelated to low-wealth concentration. 
The NIE study also includes the states of Texas, New Mexico and 
New Jersey, The results indicate that simple equalization formulas 
based on property wealth deal with only one issue — namely low 
wealth — and state policy makers must be aware that additional 
factors must be added to the basic formula to insure that low-income 
and minority children are not unexpectedly disadvantaged by a new 
equalization program. 

While the NIE study also shows for the states studied that minority 
and low-income children are most highly concentrated in city school 
districts, city districtH also face other education pressures that push 
up the level at which they must fund their public schools. Although 
much has befit written in the past on the municipal overburden 
issue (i.e,, the dvkin on the education budget by the many noneduca- 
tional services cities are required to provide), it is perhaps the educa- 
tion overburden issue that is as pressing, is an argument that is 
accepted more readily politically and is a problem for which the data 
are very compelling. Vincent (1977) in a paper on urban economics 
given to the most recent Committee on Taxation. Resources and Eco- 
nomic Development (TREDl Conference delineates these education 
overburden elements: 

1) Declining or stagnant fiscal capacity to fund services. 

2) High concentration of low-income students. 

3) Declining enrollments causing high personnel costs and 
excess physical capacity. 



4) Higher concentration of speciai-need students. 



5) Diseconomies orscule, i,e,, a very large number of students. 

B) High relative costs of attracting education perKonnel to the 
school systeni. 

Similar concerns were raided by the five central cities that inter- 
vened in the Levitiown v. NyquiHt Kchool finance court case in New 
York. 

These issues again reveal the complexities of designing fair funding 
structures (or public schools. In this light the push to eliminate 
wealth-related expenditure disparities in a state's public school 
finance structure should be taken as an opportunity, as it was in 
California during the 1977 legislative session, to develop a compre- 
hensive state pubHc uSudation policy, including both categorical 
and general aid programs and covering the financing of the programs 
as well as the governance. Comprehensive school finance reforms 
should help cities, low-income and minority students, special popu- 
lations requiring higher-coHt education services and students i n low- 
wealth school districts, as well as all students. 

Another population that has not received much attention in school 
finance circles are Amurican Indian students, both those attending 
public schools and those attending schools run by the Bureau of 
Indian Affairs (BIA) or tribally controMed contract schools. The 
BIA has come under severe criticism recently for major problems 
in delivering adequate and reliable funding for Indian services, 
especially education < General Accounting OfTlce, 1977: American 
Indian Policy Review Commission, 1977). In a soon4o-be-published 
report of the inequalities in financing BIA schools over the pa^^t four 
years, Odden ffbrthcomingi finds substantial unjustified inequality 
of resource distribution among the many schools run and/or financed 
by the BIA. Severe problems have also been noted in the nnancing 
of education services for Indian students attending public schools. 
Many public school systems with concentrations of Indian students 
are both property and income poor, receive less than adequate state 
support and use Johnson-O'Malley Indian Education funds for pur- 
poses difTerent from those for which they were appropriated i Nation- 
al Indian Education Association, 1975: Indian P^ducation Training, 
Inc, 1975). Improving the adequacy and equity of education financ- 
ing for Indian students is not only a fiscal problem but also a 
complicated intergovernmental problem since while education is 
primarily a state function, U.S. Indian tribes have a unique, quasi- 
independent status with respect to the federal government. The point 
is simply that there are hundreds of thousands of Indian students 
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receiving education services in this country and the inequalities and 
inequities in the provi^^ion of and financing of those services need to 
be redressed, 

The Federal Role in School Finance 

In the very short run, the general nature ofthe federal role in school 
llnance wUl nut change: it will remain primarily support of (1) 
Hpecial student populations. includinK the handicapped, the econonv 
ically disndvantaged. the bilingual and the vocational student, as 
well as<2> ha^ic and applied research on many oi the unsolved isHues 
related tu eduialuai finance. 

Although many would like to see the federal guvernment appropriate 
the funds for the current federal education proHrams to the full 
authori>^ed level, in a sunse the major problems with the federal role 
in the past has been in the rules and regulations governmg the use 
of federal dollars, especially in thuHe educatiun areas in which states 
had developed programs to complement or ;JMgment the federal objec- 
tives. The clearest example uf frictions that developed concerns the 
antisupplant regulation for Title I of ESEA, which, as was inter- 
preted both by the U.S. QfTice of Education and the courts, prohibited 
states from enacting compensatory educatitm programs designed to 
serve Title I — eligible >^tudentH who were unserved with federal 
dollars because of underRmding of Title I by the Uongress. 

One ofthe brightest pictures on i\w national scene appears to be a 
strong recognition of these kinds of problems and a real attempt by 
the new administration to forge a new state/federal partnership that 
facilitates the complementary operation, perhaps even joint opera- 
tion, of federal and state programs designed for ti.e same purpose. Ah 
though the jury Is still out on this issue, states should be able to 
determine by the end of 1978 how lasti ng this apparent new attitude 
in on the part ofthe federal government. The changes in the reauthor- 
ization of ESEA. especially Title and the attempts to work with 
the states in implementing P.L. 944 42 iThe Education for alt Handi- 
capped Childrbn Act) will be the most obvious tests ofthe degree to 
which a new federal/state relationship can be implemented. 

As noted in Section I, there may also be increased attention by the 
Ccmgress m a specific federal role to assist the states in school finance 
equalization. For the past two years, this interest has been mani = 
fested through the dissemination of Section 842 funds to assist 
states in the research and development of better equalization sys- 




turns. In Hi«ptuml)t;r of H)77, two days rjf luHirings wuru held on H.H. 
I i:iH. a intnKiuctHl by thu Honnrable (^ir! D. F^urkins, chairnuin 
urihv l\H. Humv CommittL'u on luiuaition and Lahor, which wan 
dt'siuriud iti hvlp states in ucjualizing educational opiM)rUmitios. Thu 
thrust (ii most of thu tustiinoiiy was that it was probably the right 
iuiw to bt'^in raising thu is^uv orhuw thu rvdvn\\ govi-rnniunt nuild 
nnploni<*nt an uciual i/^ation roli' [)ut that. hHhvv a sfjucific law uv \mh 
grani was unactud. sonio hard pohcy analysis w()uld nocd to be madu 
to map out the staais of tH|ual ization among and within thu status 
as thu i)asis on which any iVdund pi-ograni wcuild bu duvuh)pud. At 
this time* It appears thai siiuli a study may bo conducted If such a 
study begins, ihv ru^oarch agenda that is sc^t svilh for the mcist piirt. 
prosrribu what issues will he in vestigatud and therelbre what issues 
^vill be considc^red in df^velupnig a Mvr:i\ equalisation role. States 
are eneouraged to make their lederal representatives aware f>f what 
they (eel shool' itr tai such a researeh ligenda. 

SlMv Analvtic Tools and Research Capabilities 
in Sc hool Financu 

School finance computia' simulations ha\'e receivi*d nuich atteniiun 
m the pa-t few years. Numerous states and many nrganizations 
havt^ deve|of)ed tlu^ t^af)acity to -imulate and test a s-ariety of differ^ 
ent -ehoei Imance structures, desuriptmn and midterm" evalua^ 
tion of a ruimber of computtM^ sinuilatioiis is availafilu in a recent 
Kt'S pii[)lieation entitled, ru/^?p///er ,S//;j///f///o/is in Srhmd Fiuamc 
Riiurm I Ui7^.^ The simulathins discussed in this booklet include the 
oned^-velnpeci by the National Hducation Finance Project: the School 
Finance Equal jzatien Management Systom model developed by the 
Fducation Policy hlesearch Institute of the Education Testing Serv= 
ho; thu simulations desil^ned by the EC'S Education Finarice Cen^ 
ter: thi^ ^imuhition- deselfjpi-d l)y f*rofessf)r Walter Garms for the 
-tate- of Oregfai and Florida; antl a number of simulations developed 
hy nuin ithia! status, including Fbjrida and (\ilifbrnia. 



AftMr a-su>sing ^oniu of the technicai aspects and use^4 of simulations, 
the bnnklet crmies to tWn crincluSHins. First, It is chfllciilt to tell at 
tins point how simulations hav^Miflected either specific school Hnance 
policH^- or the policy-making proces- h^^vli:. Second, the iiiilitv fjf 
simulations depends largely on the resuarch knowledge on which the 
simulation is devebiped. For example, though it is simplu to design 
a siniulation with the capability ofuMing a co'^t-of^^educath)n index, 
such an fjjnion useless unless the hard research of developing 
di-trict cost tndicus is undertaken by a stale. 
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In IhiH liwht. it is svurthwhile n«Jting a rocunt articlu by Sally Faii- 
crazio iHlTHi. tin* niinniH OlTicf (>!' Hcluuation, concerning Htate 
education aK<^ncit's as rt'Hparch arunaH, Tin* author argut>s convinc- 
Hi^ly that a hutiw iickuh nuist be devrhipud butwiH'n thu iniivorHity= 
basfcl fducalional roHuaiTh conirnunity and the rc^Huurch suctions of 
stale ciepartiiientH o!^ educatinn, acknowlodging that one diflerence 
m f)(*rspective is the basic rescwirch orientation i>rthe fbrnier and the 
apphud orientation oi the hitter. E^pecinlly in terms of accessible 
data base>^ and the opportunity both to re^ j^ond to and help influence 
the educalion policy concerns raised by ntate ])olicy makers, state 
departments ofeducation are ideally situated. In spile of the author's 
?^iron^ urguments, however, it svciuld not be unlair to sui^gest .that 
the lemhiaturi'.and executis^e pai'ts (ifst/iti^ governments have c|ues- 
tifsned the ability nf ;^lat(' departments te resptmd to the research 
pessilnlitie^ With which they are presented. As a way to resolve this 
debate, one enn hc^jK^ that a rigoroun evaUiaticjn will be undertaken 
un the use (it the libnosl ^\') million in lederal Heclicai HA2 funds that 
have buen alltscati^d, except in a few instances, to state departments 
(jf eclucat inn/rhat amouiit oi^ money is one (jf the largest ever appro- 
[)!auted lor applied education linance research; by the end of 197H, 
atti'T thr -tatt^ })lans ha\e Ijeen [)re8ented, the results of Ihe use of 
tho^i^ lund^ slitiLild i)t^ known. 

brm^lativc Miii'i' should uNm enctuiraged to to^* the sul)stantial 
!'(*snurce?- thai exi^-t at stilt*' academic i iist i t ut ions. Hy forging 
>iiii\\i^i'V Imks lu'tsvuen polics^ makers and acaclt*mics we might in- 
ei'i^a^e tlie [)i'acticalit>^ of acadt*mic woi'k whiU^ sitnultanecnisly 
f'xpandiniF tlu* inlbi'ination basi^ that sta'ves as the Inundation u\' 
[Kjlicy (leci^eMi-. 



III. Prospects For 1978 



ALABAMA ^ Thu luginlaturo in 
looking at the uso (jfthu statoV 
educational rund. Repeal of 
thu utility tax, one of thu three 
tnajor revenue sources for 
liinding the education fund in , 
expected to coriie up. The H 12 
Htudy iH attempting to define 
adequate, an cippoHed to mini- 
mum, education, 

ALAHKA = Three studies svei^e 
conducted in 1977: one on a 
Htate rule for .school conntruc- 
tinn, one on hilingual educa- 
tion and one a pupil-weighted 
Hysteni for ntate aid for Hpecial 
uducation, T%vo billri based on 
thu results of the first two 
HtudieH will be placed on the 
legiHlature'H calendar. 

ARIZONA Property tax relief is 
Htill a priority insue. The legis- 
lature will debate a bill de- 
signed to spread or shift the 
burden of property tax to help 
reduce the burden of tax on 
HomuovvnerH. An 842 study is 
updating and researching a 
state equalization plan that 
includes reassessing the ele- 
ments of basic education; de- 
ve I op i n g i n fo rm a t i o n to del i n e 
the present and future equali- 
zation factors, developing 
simulation models to collect 
and assess characteristics of 
student populations, and 
merging economic factors 
with student characteristics. 



ARKANSAS The legislature 
does not meet in 1978, but an 
interim committt^e on school 
finance, with Seetion H42 
fun -s, is analyzing the school 
finance and education tax 
structure iii Arkansas. The In- 
stitute for Educatidnal Fi- 
nance is conducting the study,^ 



CALIFORNIA ^ The Serrano 
plaintiffs are returning to 
court claiming that AB 65 
does not meet the court's man' 
date. There is likely to be 
either negotiations to adjust 
the bill to meet the court 
standards or a hearing on 
plaintiffs contentions. Ro- 
Kults of the department's 842 
study on cost-of-educat ion 
indices, fiscal capacity of 
school districts, land-value 
capitalization and the burden 
by income. class of the educa- 
tion tax structure should be 
available by midsummer. 



COLORADO — Colorado is con= 
ducting a school finance study 
that will examine alternative 
measures of school district 
level of support, alternative 
means ibr determining state 
and local sharing of^ the level 
of support, and alternative 
state revenue sources Ibr sup- 
port of education. Expectation 
is that thQ Lujnn case will go 
to trial late in the year. 
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CONNECTICUT ^ New le^iHla^ 
tion, ruHponciing to Hcjrtnn. 
may be clolayud until 197^, 
hut vvill be based on the re= 
Hults of'tbu Hection 842 ^^tucly 
that in Icjokin^at the foUowing 
iHHiieH: 1 1 Heh()(jl finance and 
ec|ual educational opp()rtunity 
needs; 2 J the nseal impact of 
the preHunt CITH ^rant pru- 
gram; '1 1 the timing ofthe 0TB 
grant paymentH and its rela = 
tinn to the local district bud- 
getary proce^^H; 4) aHHossment 
of the present propei lV tax 
assessment techn icjuc»s; 5* 
assessment ol^inecjuity in the 
majcjr eategorical state grants; 

assessment of the impact of 
the migor federal grants. The 
study alstJ hopes to investigatt' 
the possibility of using a pu[)iU 
weighting system, to investi- 
gate the possibility orbuilding 
a cost-()f-eciucati(jn indi^x, to 
Mivestigate the problem of^ 
municipal overburden, to gen- 
erate long-range plans to in- 
crease the state s Hhare ofedu- 
eational expenditures, to 
research cost ciuality and cost 
benefit relatitmsiiips, and to 
develop a more effective infor- 
mation dissemination f)ro- 
gram. A computer i/ed system 
for further planning and re- 
search in the areas of schotjl 
finance and equal opportunity 
will also be developecb 

DKLA WARE ^ This state is not 
expecting any nuijor school fh 
nance legislation this year. 
The Uni\ ersity of DeJaware is 
crmducting the H42 study antl 
specifically lofjking at ec|uali= 
>'atj(jn of pr(jperty assessments 
t h ro u g I H j u t t h e ' sta t e , 

FLORIDA - The legishiture 
does not meet until Aprih but 



at that time they expect to 
consider a bill to increase the 
number of exceptional chil- 
dren programs and a bill to 
change the pupil weightings 
(or exceptional education. 
Florida has an 842 study that 
covers the following issues: 
1) growth and stability chtir- 
aet^risticH of selected revenue 
sources: 21 funding of school 
transportation; 3l alternative 
approaches for the equitable 
disribution of funds to school 
districts: 4) implications of 
changes in f\uuiing pattern 
and program influences for 
the governance and control of 
educational enterpriHes; 5) 
prel i mi nary forecasts for 
1977-76 of FTE;^ at K^12 in 
the public schools; 6) evolu- 
tion of the equalization of 
educational opportunity in 
Florida, 1926-1976: 7) costs 
and eHecti veness of technolog- 
ical applications in education; 
Hi m e t h o d ( ) 1 o gy and d a t a 
sources for analysis of educa- 
tional benefits: 9) computer 
s i rn u I a t i o n : 10) Ion g- ra n ge 
development of the computer 
simulation; 11) evaluation of 
education enrollment projec- 
tion methods currently used 
in 'Florida: 12) summary of 
data and methodology used in 
preparing enrollment projec- 
tions; 13^ etonometrictmodelH 
for educational planning: 14) 
alternative p op u 1 a t i o n p r() - 
Jections in scnooUage cate= 
gories for the state'' of Flor- 
ida, 1975-1990: In) enroll = 
ment pn)jection; 16) lifetime 
earning trends: 17) criteritTRjr 
selection cjf states to which 
Flcjrida's education system is 
to be compared; 18) an inven- ' 
tory of the tax pf>licy in Flor-_ 
ida. 
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unflfM'%Viiy; hifth nil ii-r^ lin- rli- 
si^nt'fi In u(|drt=^?i Ihc c'sipiJii- 
iihilily {}f FInriduV tnxu^ iind 
[hv rt'I at i\ t • ('(jU nvM)! I- hiriti a 

lli^ :{|1V :i];i|r>r U •^iHlntiun 1 hs- 
: u f 'a ■ in !i 1 - Vi el mi an 

S ^2 i'UU hI : ■ H 11 Hi Uf 1 V t l HI ' 
li; i> hf 't' n ■' -u fit r^Mt tiMl li / { Im- 
I ' Mi W- •> i (V I rt-Ur^UL I iit^ 

-ta!i\' !iK"ti.-('- '(H rM:-j'nrt'h li^ 

*';U'M ' }[ t ;ir IVij I OSS i > IX 

ai'";i ! a* ^t'f i ('^^ nf ! hi- iu - 
: ;tlifin;i| pf^'iii ra Mi; 2 t^oiTlj) ^ 
ia ^'f a'- ^ . 'I 1 lit ' I- iu r.i tl! ai = 

al piaip i;nn . i> J cnst v; irnil lorih ; 
1 ■■ iMju a! I/. It i on f innni ia i 
af >i! Uy . tav: Si ;[ipnrM; i'fiu = 



I! A WAii Tf)(' N!Mt<- tuis ;i 
Uf .li jU? ' -hMii ui^ i ui l^r^l^i \r 
Mi ?j( i in ^nr rf lu ^ a 1 1(- fi: m [h 
^t;it uft- [jirr- if !n ! liul lal 

If ; 

jitj ( jfl- a ^ il. 7 lu i 'ill Mi- 'd il>- 
t h t"?. rrfa ■ ' wt ht i^i-i ■ lif >i I 
Ih! iiirhi !|f III prnf/ni in . ! lu' iiv- 
ill til M! f'Tll f ill nir Mlt (if it H Ml . t Ih" 

[If I't i'W 1 la -s/ / . il lui r(ni ui ii' 
j i:~ia I 11^ f!!i rt I fi^ In fiJiil or in 
Tu .! ^t, u«-w mU^ > vs'?m?i. 

liLlliH rt'f r'l Vrd = I Hprtinii S12 
141 aiH t f I III; Nile iirul ^ (iDipli 'tc 
.1 -cfHifsl fifjarirj" iw jii al i/nti nri 
-.t iii ■ 11 M' -^t miv" }>i'^;n] in t hi' 
tail ^vi *h il s! Mii ul" i! '^1 oniij 
hi ir r icar - !ms:-i)l ici liriK pul!- 
■ i( I f)|.^i|t (ill tho suhji'c t cj| 



The ni'>^t nlui^f of' tia' ^lady 
I', il ! ■ maj! rv^viivch n n a 
vura^iy nl" (ir=^|K'('t^ of klani/- 
HcluMnt' nf Hrhi^jjj finiriin^, i<'= 
suiting in a piajpiiM'd nt'^^ 
^vh( M)l n na iiuv f >Ih n. Tr ii^ri* %vi II 
\)v M -^ccunH round ui pubjii^ 
htMinnu^ ti) M^idi react mri in 
ihu prOjxiH^'d [iian. 

IIJ.INC^IH - The llliiuns OiUcv 

>tiiiv aid <'i |U a 1 1/ a t ir) Ti 
stiiciy, Thi^ CliiuI^^ suprjnri \\\v 
WiiVH ( i| t lit ^ ( " It I /I' 11^ i nniiTii^- 
slim tifld Ft H"h li u^i I 'I a^k hi: t« , 
SiiiTU'rijii^ sturiii^s i\rv luHii;^ 
u nfjr'i^takrri i iiclii (il n^; ji al- 
ii 'rti at !v* ' iiii'T lu i(|r- {A i(h' ill \i'v- 
ing uciiniiriii liy= ciiHiiih iUi - 
lajitnl jni[)i]N: li ? s ariatiwiiH i ri 
|H'r- |)i i I i'S |i^-n <l 1 ill rt^s lor 
unrrH'nt r jptMnli = nu 1 97a-7(?; i 
ih'sa nrilimpnt of^ iin s'lf itM(*nc>"- 
iiru^riii'd iriiiiHpiH'latioii lu mi- 
ifi^ turMiiuhi: h aiialVHis of" \hv 
tisH nf^ Ifm^-trrtYi { leht fnj'sup' 
pnrt at' rti:a"rlll !)prralu>n: 5i 
sfiidv nf" tlie !tTip:u;! rd pFajj)- 
vt {\' u hi^^hi f leiit lun Inr iihscs^-' 
ii I lirpw.n i .11 th ■ ' r^rsai: Y{:v 
v(\\\ii\\/vv I'l jfnuila ; Hs uii tTiiu- 
livp in(*us(ir(^N ol^ wealth for 

I I linrs I s HC lioni Ci is tr iit 7 ' 
aTiiilvr^is of {}n' wiipiwX nf tli»* 

(ff incijrnr- in tlit* nicusirit' 
of wa'allli usm! tn flistrihutt' 
^iMUM'jil Ktiitr aid: 8i unnly>i-s 
ui pr'D^raiti r? i^l * itul r^ri'Vi cc^^ 
prM)\' icl«'(I lorspc'cinl vduvnlmn 
ti^ati^pnrt nt i()n; 9j nnalyMi^tii" 
luutijrs ri^lu It^cl to t ax I'llort in 

II I iiiois st'hijnl di :^t l irts: 10 > 
l(l(Mitiru';ilinn nf lhc liTipni;! ni^ 

' MnniMjnlr^dl able* cnsln lor^ cur- 
rent rjpt'rat ion ( Ml locni hclioo) 
lujil^i't h: III idi-ntiilnitjon at 
tho Cdrtt ('< »tn j)f Hu. Ml ! H (}f till' 
riH'0|4n i^i'd .^^tntr pio^rnin niui 
clrtoranilHitinrKMdho p(M-piipil 
vus\: 12i di'U^r'iiniuil mn i il lIu- 
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nunii ('•/- (^f pLJpUH St.M'sn'd if) 

fn'M^i':il7i> suprHn-tcd 'Uy ^tarc 
^ri;-f=cil and catf.'ytiru'ul ,iit=s 
by (li^tnct hv [) royriirTi; 1 • 

iipl/'it.-(l ChlS^ Hi CtJiH /II- til 

p rnpj'lt^^ by LMUI . . br ! I lit ^ ■ 

II lififM^. -fliowl cli^irui^ lb?' 
vslyvnn^s in i^xp? -i; li ! ui'v \u -v 
j) llj; li If M' rrt'ii ! t i|)-r si m»i 
1 n) II na ly-i- f;f i hi - (ii^tr: b; . ^ 

I . on - J h c Uj J 1 il ... ip ru f . (J , M , -- 

a ni'^Mia jib no :s : oi ^1 i-tn t i ^- , 
1 a na h'--i^ 1 1| ■ ^ . -i ni ^ 
Ctip; ta I cit^t>t nii r(kM\ tii I; brin: - 

lu Mil di^^tii i;-. IV -luiK' ' 
a; U' yu.\\ \\ int-t In -il- or afliU^t = 
inu i/tMUM=al M-.iU^ ;i 1(1 a (ii = 

INPi^XNA A lull nas hi-rii in- 

ihv ruiat n aniii u nt i . i 
^^lU f ])vr A DM. H- 1 aid n lIu = 
iHUulira r>p*'tl a Mfi ^ ni :[i lonu ! 
^'(iucaf ion outsirir ibf L;iiar:ii(- 
ict' arui [;rf ?vid(- \) u- * hnnr | ■ ivj - 
urariw bii^^tHl 'til r!u' fiu^riiitbi 
<'a k'U bit h ill , ,i\\<l : fUMV:i>^^ tIim 
Til !i t rii 1 1 f M : 'if! ! 'U^ i • ' 

trt >[n In >^ 75 p^ ■!" A DM. 

ri IV Uid'i ana Si hi b II ai Ui ■ 
Si ; i(i V is St ilfi V| [ f IP |(j Hi ; w- 
! ru^ 1 ssih'-. I n tainju in. In mi w Uli 
tlii'lf^ h rtp.ah/:^t[f)fi ^'afj> 

1 1 ihi^ M t-'ii i t() w In L'h { hi- 
H!i'=^!'L' f irnnt ^^iM^rarn uiT^urv^ 
' Ik n ail a p[H t):ir lat t '(k il Mill 
pi ! *i: ra rn i - \ : iib ib h- I m ail 
pu pi ; - itu'j U(l tn " Ih ^ r irianc- 
1 lU-l ' 'I ^\ MH^ la ^ ^['r^ \ \ Ci' II ^'j ?k 
all- i -ijpprirt i\ r ^rrvirc^. r-\ii'\] 
..I - M a n--pi it r ai ai ri: iJi t Iim p iip ib 
' ;^n! i IIU rii! vt ^[il u fi! ui/K to 

1 M'-t - \^,'- I :S{ al lUM'cU 

> isxit ialpf Us il a I Ui* \ 1 a;: u: 'mI li- 
ra! Infia I ( I [)[ )ni^ til III ^ V |i! pi ip j U 
! n 1 11 i),! II ai ! 'a >in^ I Hi» ' c tir a^^ 

t a . Ii . , ^ t ill i ,ii i a i aUi a .. 



u^i-d \-i d i>i n ai' si air 1 \j rul^ 
Ssa'pui ^il L la n.-p( jrr at Hin; -b thi' 
itaaaTit aiMibucis u-<al tii j'l = 
naiu'i' sr! li^i t\ tiai-trikanai. -i > 
t bi- aNr t-n ^ I M ii irh fiscal lU'U = 
irahly afhi?^\aHi tfii f uii ta-t 
'ifa'f^at ini: ^ i II bi'iiana: a t tlu- 
!'i U't i ! ■ li' it a/tai tax U'\ y riu 
t b M aa ^ ra I hnuU i. i bfca 1 
-(ainoj a*rpu!'uMMn.^. tbt^t'llt'Ct 
al tf a' t/iir aail mat mikIs a ] = 
laiinL! liw iua'ns{> (^xcast' t^x 
.a ; nain \ mmu ua i] nu-ii ta 1 
ai^il s. i lii^ ii-^p < jf t hf^ b )(:al pr<)j) = 
» 'T" V ta N ; - t b i' ta^ ^ in a i" v !nt.a ] 
rp\ jaiii u^. Ill r 1 5 -a liul t hc' af)pro- 
piaatiTif^r- -titt(>u icb= lasc^- 
< mj all la \u \)\ vy^-. Add 1 1 lonal 
-I Mfl U'- t lint in;iy a is() be 
: sb a t 'la -n i ac ; u ^ It-. : b^^ t-i- 
' i t al n^ai^ t-iUTL^y lajsts on 
^ihofil f iucigi't-, wrjsralicl place 
f ii brta I' ill I ai s; a nd u liu Tht^i' 
! iinfl- art^ la-a II y ibiwin^/ tn 
pi'? i^rarais r iyr haiicli ca ppi^cl a nd 
\ «K';i! ifina! pLipiU 

eNpt'tied thin yea r i n t he IejL[iH= 
liiiurv. lov.'a Is currently coiv 
(iij^lin^ an uqualii^atinn 
Ktu(l\\ Ht's^en iiuijnr HtuclieH 
an- pbiiinfcl that includu: li 
i ru'uHti^xati on OiWluH lt'%'uk of 
jalucat i on a I proarntns, Hup- 
[)t)rt rvi s and lacilitieH 
currently exlnt acroHH llio 
statn li fui In turn to detur- 
tninc aiii '.}Liacy tc- insure edu^ 
taitioFia] n ppor tu ni ty fi>v all 
[Hi[:alH tair M n] \ a local edu- 
I'ntionai a^^etitaes: 2^ di^tur^ 
mitianonor'tht' relatisa' fin an- 
(aal iH'iif I o f I oiail ediictUioiial 
a^iUuai'r^ Uh respoct to thcjsp 
pupilrs vvii h varying educa^ 
Itnnai ipHnls and to take into 
wcvi ni nt /\\\y v ar la t k uih a nH)ii^ 
^ui'h bii': da lie ivs \ n t he Cfists 
obprovid iiiLii'Mii isadi'nt educa^ 
ta'Uul Pi ani^, -iippi Jil m'Vv- 



il'Vt^ and iacijitie?^ that mi^hi 
bt'LiHsociuted with ^nch iimu iv^ 

latiunM. ci>Hi lit' ri'j^tjurct'^ and 

ut'thu pnpLihunm^ 3 ' u na lyni^i 

|)i^iiL^r;:imH. ?-pucini uclut'iuion 
[)r(Jk4r;l^l^. %(jrational vducii- 
I ! onn i f )!'! >^ra riir^. I'diica t ij^n- 
alK fi i-^Mdvii nla^uci puf^il pr'u- 
grain^. ua ularicc and CfHirir^t.'!- 
ifiu pfn^jrian-. t r.if 1 -pMf'la I !' *fi 
fupilul uutlay artti (ioi)t -^vv\- 
\' >L a(iv urtMjiiitaiili' nn'Ms = 
u rr ^ I ^ i r^t-i ; i Vt ' t nuitiuuil al • ll - 
It \i'--^ui [' i \ *hI urannria 1 l^r I)- 
vii'- Ml pr^DS idi' t'ducalMina! 

and \. ii\\\t and lip piifSidf* 
tiluni-;uil a ^-^ I ^ til nrt' ha^^^a 

an a \\, lu 'Ir a lui iiitt t wt 'a! tli 
if! liu- liftal I'fliiral inria ] uucl)- 
c v: ^a ! I'^t 1 *|al inn I lu^ 
iM jint;^ 1*1 I fu' t;i\ sti^ru svi ij 
li^prat In a iinaiuaal ar>i 
aru^t^ pUiit: aH^t-sHliU'nl uT 
liua tnr a U dudi'H and citi/^-n 
inhMt'^! ami pari uapaf ii?n in 
liu- tMi lit at inna 1 ciiaas Itaiaila k- 
p iji. t]'i%' t;nant;a! 

plan; Ti st iidy nl tht' t^ff clMs uf 
:^rl)(iid disi i iL't si/t' and orMaii- 
i/aMuri wufi ra'sprH't iu I'lth 
laj'rM'v ! a till' dtdi\'"!^v mI t'd u- 
cahoiial pinuiMMi.^ arid otlaa^ 

KANH/%H Tfii' U^^ihlatura^ ih 
I'-.'Tiu ' snfiu* vtM'\" )iunt4^al 
wiaiiirt.'?- ti? llU' statt' tMpiali/:a- 
iinn-aid torinnla. An xVl 
St iiriv i^- \\i>\ luMriu cuiuIu'-'UmI. 
!v li ar^ KIMd'undi'd k^^islaiivc' 

KKN'rUCKV Rt'cannnuaida- 
tjiMi^ haVt' hciai liiadu (cj (hi' 
4\ :}f I ' ;f? nrp rh at iv^^' ' 'd 



tVtJin a Riivei^nnrV st ud v r if thf^* 
llnafiL-e ^and t'ducatiim prij- 
i^i'iiin oftlu' Hiatt'Vpni iri- edu- 
carion ^tl'uctui't^ fVorn kiiidor- 
Liai'tun diniuyh hiijhur ucluca = 
tiun , An 2 uqu al izut i on 
study wii,^ id?i() c'ond iica'cl and 
ri'Huitf- arr fdrthciJininM^ 

ANA ^ No majcir It'^ir^la- 
tiofi haHbiHMi pri)p()?i*jd IbiMhi^ 
-^i'r=?^inn. ddu' Lnuisjana Slatt^ 
I)t'[uu't iiu-nt t)l_ Kdiicat ion har^ 
imdtatakt'n liu- iKjiudi>:a- 
nuM stuuv. I" nianciul cli^puii- 
Lir^ ill distiahiiliuri in incai 
r^tdiaol distracas an a r^'Hidt nt' 
uiiui.pial IftiiM^aL /-ialu a lui 
Itirai t'x pi.' nd 1 1 u Ti'r^ ^vill ht" 

-'iLld it.Hl. (^f^L vat iitl li>llr= 

ainnn^ local distric/ls dtit' to 
such iactof^s as |ftM)|ira |)biL' 
local liiiL si/ts clit k'rin^ i'tiii^ 
^atioiial noialH at' slLid^'n ts. 
aiul vai'vin^ stfu iD^.'caiHanic 
e'liMracf iaasi ics nl' tlio f)!)f)iiia- 
ti!i!is \\\\\ hv siudit.*cL Othia' 
stiaiit'S iiuducli^ c^xain iiuititui 
ill' \\\v t'C|Uity nf tliL* tux hvs- 
tt'Mi and MUHiiodH that iTu^lit 
t'Tiipl'*yf.*d {n nintlMy and 
iinpiaiHa' tht' tax stiaiuturc^ 

pinapoHt'd a l)dl fur al li' r'nat i via 
t und 1 of t hu (diindat inn pro^ 

M AHWACHUHKTTH A hill 
haH hctai nfupoHt'd that waiiild 
r^i'plaa' ihu Kaparatr ( 'haptui' 
Ti), ^ipt'uitn t'ducallon. voca- 
t inna I t^ducatinn and hi lingual 
rdiicalion aicl pi^agnnnHSv itlni 
^ingh* conipiaduaisi statu- 
aid statute that waiuld utili^r 
all i'tjuali/^ing Icaindiition idr- 
rnula intdudin^ a ^y^tcTii nf 
pnr)il uadirhtH rj # 'f? ni ?r 



the* amount ufHtiitt^ aid tu ht- 
rucoivt^d liy t»ach coninmnity. 
Two ^studiL-^ w^iv ciinduitt'd 
in 1977, with ihi- uml* of 812 
rnQniuH. Gnu i\ study of 

Chapter 70, Hchool aid and 
Hch()uinnanct-:the ot liur^tud>' 
looked at Vnv probleni:^ of du- 
dining L-nrol Imunt-^ in thir= 
Htiitu. 

M ARV AND T}\v Ct\)v vvTio fii 
Co nil oif^si Of i (J n t hu V undi nix (Jt 
Public Kducutiiin, which was 
civatud January 1977, wii^ 
cliar^td with ihv ruHiK.)n^ibil= 
i ty of^ u^^uminin^ thtr applica^ 
t ion Iff ^ta iu an d Ujc^iI 
resuiircuH to th^ mppiiri of 
i^uldir t'Cucniuiii U) 
rmmriiihlv equality of oppcji^ 
Lunity ani(jn.i( ul 1 ^j^tuden ts 
without placing U>o heavy a 
burden on Iho laxpav'urH. tht* 
crunin Is^iun Iuih rncoiTHncndt'd 
that nuijur chan^u;^ in thf 
IVjrniuUi hu Ihi^ priniu ^oid 
diirini^ the second and fin^d 
y i-a r of^ th ti vom ni is^if jm 
(it'll [)iM^ati(nu Tht^ cnininissityn 
has recom nunHh/d tht' follovv^ 
ing lor stud v; 1 ^ rw mtl 
dtJti^iTiii riL* tht' f(Mi^^inil ify af 
con?so lida tin^ (Mu^ i>\' inurM* 
catL^^orica 1 pniijrnrns v-i th Iht^ 
husiu cLJrr'cnl ■KpLMiHi' hjun- 
dtition prof^rarn: 2) analyi^i' 
thi^ cost varinlions in /iiul 
ani(/n^ prn^ra iiiH; ^ii rtn-ij^u- 
Iht^ and lucal tax h:!Hfv 

MICHKIAN Tim depart m mi 
of m near i(>n 1 s asking tor a His = 
percent iiiertNisu m [hv hnsic 
miMnherHhip i'nrm ulalor lf>7H = 
' 7MllHt!nl yrard t iscoiiduil \nu 
an 8 12 i^t^uali /a tif jii ntudy l ha i 
will look at tilt' rcdat lorisiiip 
helw'uen t^xpcnd ilui! s, prn- 
, grains and i^ludtMit udiit^vc^ 



MINNESOTA ^ No miiy ^v svlmol 
finaMcf lu4-ri^hitit)n this ymr. 
Thf Minnesota Stale Dispart- 
rnvnt of Kducntion ha?^ pru- 
pcjSL^I two major golds lor their 
H42 Hchoul rinancu sludv, 
which an* tt) riuvclop a com- 
prvhvmivv school finance' 
phm and to {j^^tablish un in^ 
formation data base that pL-r= 
nuts evaluation of thu totiil 
Hchnnl 11 nance- pro^ra ni. sup- 
jjuitr' ihu Htaie ma nagenit^nt 
sy^^t€.'^^ (or uducation and 
enhanci'^ th - r^tait^V p/diuy^ 
niak mi^ capanil it y, 

MISHIHi^rPPI ^ The* stato de- 
part nu-nt f)i' u^lucalinn has 
presuntcd the lb) lowing/ roc^ 
uniniundat ions to thtj 1978 
It^^iHlature: 1 ) ade<iuat(' fi^ 
naiit! ini( t)r 4in "Hipsvnrd" revi^ 
nion of thf minim iini fbunda^ 
tif>n education proj^rani to 
tvu-vi at iuast the nuninuini 
ruquirt^ments lor "A'' aucredi- 
latHin; 2'> eijiializud iisr^uss- 
nuuit nf [property and a niilf 
niiu ratu, which will bring 
ahijUL u aiore ucjuaii/ed local 
ccHitnhiUion to cciucation; H) 
mi ni m um rouTidat ion prti- 
^rani iund>^ allouated on an 
u vuYiii^v du ilv niember^sh ip 
banis rathur than an average 
dai ly a tt caidan ; 4) tiscal 
indcpundencc I'or all school 
d istricts; 5i adefpiate funds to 
intu't 1 he rctpii rtMiients of IM.. 

M Jand(>thi'r law?^ duali ng 
w it li spocia I tuliicat i(} n and 
handicappc{i clnhlrnn; a[)- 
. prnpriutionH tor transporta = 
tion for al i puldic Hthool 
sr udcntH. 

MIriSOUKI - Tlu^ h'^ishiturc , 
will hedubat inM hillK ridaling 

to prtipuriy tax a^^Hus^^niunt 



5(hS 



r()cedui'€?H. Tho g^ovurnop 
rccommc? ndud incri'isH= 
inj( the appropriation fw the 
n e w fo r ni u 1 a by u ha u t S n 0 rn i I - 
lion. Rt-pnrtH on geoi^raphii; 
cost-bf^uducatian indktf^, Hpe- 
cia! ecliiuutinn llnanco and u 
Htatf rolu in cupital conHtnic- 
tion will be duhatocl. 

MONTANA -^Tht^ru in no \v^i^^ 
latis'if KC^Hriifjn In 197B. The 
Stat?* depurtriRMit is coiidiiut^ 
ini^ <in H42 uqiuilimtian Htiidy 
biH has not VL^t mmle n dufh 
nile (bcUH (br study. A flrHt 
a>mpDnL*nt, tlifjuf^h, in niiiily^ 
siri of ex pt?nditLirt» dinbrunct's 
from \ju vi nu^ yiniv^. 

^ The legislature 
puHsed a no^v ^chual flnuncu 
hill hirit Ht/s?ii(jfi tluii wilJ be 
an the ballot forn referendum 
iti ^Jnvembe^ 1978. The state 
deprirtnient is cortduc-tin^^ an 
W2 eqiuilii^atinn ritudy im ihv 
following Lop Ich: 1) tax uqui- 
ty; 2) trendK in enn)ilmuntH: 
pultern of e>cpenditiireH; 4i 
uxpenditureprc^ectioiiH; 6) pro- 
gramn offered by .school din- 
tricti^; and 6) schnols a{ vary- 
irtg piipii sii^e. 

NEVADA ~ Nq legiHlata'Ci nes- 
Hion in 11)78. Interim ^LndieH 
art? bei condii citid m clud ing 
the* need tu recodify' thti state's 
edLUOlinn Uiws, 

NEW HAMPSIIIIlK ^ ThuceiH 
ter luf Ed ucat ionu I F ie Id St? rv^ 
icon, at the Unii^erHity of N^ew 
f 1 1 1 ni p H h i r e , in c od p r a tion 
with the stiite departnUMU of 
education, in conducting a 
mnjfir Htudj of Ke%v lUunp- 
HhireV ucat ion I'in anc 
structure. 



r^E W JERSEY^Thiil^^iHlature 
in bokin^iit hpw the tax rev- 
enue's will be allocated to thu 
^ehools, Also undi?r study art? 
udjuHtmeiitH to tht^ special 
till ucaL ion I avvs an d aid U) mm- 
puhlic schualR 

NESS MEXICO ^ The dupnrt^ 
meiituf flnanutj and udfiiiniH- 
trnlion ha?^ prnpost»d to the 
ieMi^^lature ihtit it nddress 
ihtj issue of declining enr^olK 
rnunts iuidchnns^a* the funding 
tbrmuln fur Hpecial edueation. 
UndtM' the 842 t?<iual izat ion 
Htudy, New Mesico in Inrikin^ 
nt eiipital outlay aud size tul- 
juHtnu?nt; a report %vil| he 
rvndy i n Ft-bruurv . 

NEW yORK — Cbvtfrnor Carey 
han propoHed a $ II ion 

increase in fttatt? aid to educn- 
tion ibr the U)78^79 schcjol 
yeur, usi n|^ a neM' strates^y 
duHignt^d to shift AmdH froni 
the %vualthier Hubufb?^ to 
harder-pressed cit ie^^. L^ndur 
this plan, New Yrjrk City 
vvould rumiyn m least $31 
million more in operating 
uid from the Htate, alon^ %vitli 
u Hubstantiiil portion of $^4.7 
million int^end^d to assist 

■ Hchoal disLrictF that teach 
Inrgo nunihers of children 
\vith handieapH nncl learning 
disabilities, \Vith the UBe of . 
tho federal 842 equalisation 
rnonies, New Vork Stnte has a 
ngniber of aruns tht?y are 
studying, including; It anaiy- 
HiH of the impact lofHtate aid ' 
on local Bchool districts: 2\ 
stanin^: 3 ) educu tiouLd nt'ods; 
4 ^ the proviHian of education 
HervieeH by rogional hoinids of 
v( )i)pera t i V e e cluVa t i chi se rvMces ; 
5 ^ school dint rictorpanization: 

53 ■ . 



H) rinunuing nf nonpuhlic 
^t'tiuol ulc-'miTitiiry (ind .HiH'ond' 
ary education; ?» pnjjtclinns 
of the pupil popiihition: Hi 
pnjjuction^ nf Unitt'd !^latt»H 
and Ntf\v York Htatt* ivve^uien 
and cjxpunciit ih'ch: 9ianaU'^^is 
nrp()HHihIe fbrnuilaH: and a 
study of CNpenditurv liiiiila- 
tions, A court dufision in tin* 
Lecittt>wn canu in i^xpuutud 
.^omtf' time during tliu s'orir. 

NORTH CAFiOLINA ^ Thu 

( Ifn tM'not^V ( 'n ni in i 11) n on 
Puidjc Schoid KiiiancL' is di- 
rt-L't 1 n)4^a ;^«)nipi ^du'rir^is i^^tuds" 
(d ^/ulilif Ht'hcMd fin a MCI' witli 
fVfiural S42 runcU, Tht^ r-lucly 
han three :^f)eui(lc ohjuct i\'t's: 
li ttj .^tudy tho linnniMai dil- 
lurenci'H aninn^ hical school 
districfH re?^uUin^ tnan iin- 
i'tjiial lecieraL ?4tatu ancl lucnl 
expend itutt^'^; arid 2' to vv^- 
ommend an adt-quate cuci caU 
culation ^y^tem hu tliat it in 
nir/re flexdde. 



HOL'TH CAROLINA The 

^tate Juih i\ niaahur ui'i^^i?^- 
hitive initiati\=eH, ineludjnga 
that wouhd t'udiicu I he 
tt*acher-pupil I'atu; and a 
to retjuno all nuMiibers of 
lioards (jf tfUsteeH (»!' school 
di.-^lru^s to be eluetech South 
('Mrolina is ushi^ its 8d2 
eciiial uat !nn riifjnies tor the 
rnnfUn^ uf" dpvH'Iof)f>io nt al 
eh^inents neeesj^a ry \^^\' 
iniphMntMitatiiin ul t ht^ VAw- 
canon r inanct^ Ati uf^ I flTT. 



SOUTH DAKOTA MiUDr dv- 
liate in this slatt- is ccntererl 
on ft^pt-ai (d tlie [ierHiaia 1 piDjn 
erty rax 



TENNEBSEE ^ Nu major legin- 
hU.ion on nchual finance innuert 
is expucted this vtfur, though 
ihere may besamu fine tuning 
tjf thu Hchool llnanee hill of 
UiHl vuar. Tht^ Htute depart- 
nie n t 0 f u d iie t U) n hix 8 j ii h t 
bt*K^in an uquiilizution study 
with its H42 inonies. 

TEXAS — The lej^fiHlnture dfjos 
Hfit rueui thi?^yt^a r. All inturinr^i 
U'^islati vc" I't >ni m itt ce is inves- 
lii^atini^ t ht- impacts ol' the 
state's hcIukjI Una nee efloi'ts 
uvtM' t\\v ymA ilvu years, in- 
ehjcUn^" t inipact of new 
(Uilhirs on eijiia hzat ion. the 
use uf nc\s^ cluilurs. tlie eost' 
ingouit i^l' a ba>aie education 
pru^rain and the utJsts of led- 
eral and st ate ucluctUion man- 
dates. A reviHcd schooUaid 
fc > r m u 1 a rn ay bu propose d by 
the c(?nunittcc. The Htate de- 
par t men t ufpu hi ic i nstruct ion 
ivill use 8-12 dollars U) sup- 
port policy analyses for the 
com m lttee = 

UTAH — The niajiir legislation 
will be* in Ihe iwva of special 
educaMnn. A study of special 
education has been completed 
with the rccn nmUMidations 
that the? legislature appro- 
priate funds for th(* approved 
direct conts e^Htifnated U)v all 
sp';Tial eclLirtition pupiis tind 
thai t hi" legislature appro- 
priate niillinn for chib 
dren with special needN. 

VERMONT U^islation is ex- 
|)eeted t<; be prc'HtJntcd to the 
state ct)ricc*rninf( clianges in 
the state'n suIidoI Imance for- 
rnuht The Kdutrational Policy 
ResfNirch InMliturc was con' 



tractucl In fiinfiurt t hv r^^^ 
I'quali/alinn ^tu(i>. and its 
rinciinu^ vviil In* incluiivd in a 

It'-i-latuiv Ifu-haird in rhi., 
hill will a iU'U [ U'i'Ct' fit ( iu^' 
iMjuali/ini: fiirnuihi u !th tlir 

(onnul.t hi-inu a cunilanainai 
and pviipvi ly vnlua! 



in^ t() ndative prij^rani cost 
dirfVrentialH: 3' A furtlu'r 
study of a);^t't)r^]i% ing varia= 
tioriH hhuuld !)t conduciucl; At 
pupil iran^pnrtaiion ^^hould hu 
a HncaUnl tm tlu' hasir^ of a 
d«.msi t y (Mi^Hi tdficiunuv A>r- 
aiula; and n) West X'lr^inhi 
should [uK lnrl}i a h ighur *'l 
is! lax ^dToi't for eduraiitjn 
without unduly burdening ihv 
taxpayurs nf ihu suile. 



VIHCilNIA ^ A (lusta nnr^ T;i>k 
Foit^i> ha- hi'rn -tudymu sfJi- 
ria i tMi iiL-at hiii ' P. L. M l- 14^ . 

t() hr lrUt'u(hirrd. 

WASfilN(n<)N Th,.,v I. fs,. 
lugishitive ^t'-sinn thi=^ si'ar 
Legislators are Iiinkin^ at ah 
Lernative nuNisures of svt^alth 
and ^uarantui-d yields m tii(.'ir 
hA2 stuciy. 

WKST VIKCHNIA - Th, It-i. 
hituia* had a <c\v)u\ finanL'u 
slucly tiaidiutt'd tor ihtan liv 

I- inaiuT. Htd\u"in reenriimen- 
datinns niade arv thv lollovv^ 
inu; 1 ' Wt'-t \Nruinia shoiihl 
inchidt' all ( inaiMi- eost < ? A' 
echicatinn imdiidin^ l r, k-- 
pnrtatin?!. sahirie-^ and all 
oflier nnncapital itiuiis cur^ 
riMitly dir^trihuti^d throut/h 
categorical grants in tiie 
basic foundatinn pro^rani: Li' 
the formula should rt'cognizp 
studtMits witli exceptitaial anci 
hi^h-ca)Hfs edueational neodn 
by wej^lUin^ puj)iU aecord- 



WIHCONHIN ^ Tlu- legislature 
nnjue-lefl t luil a - tudv he eon^ 
diiuii'fi tluit ^Hould j nvi'stiiJatA' 
thi' exie^^ iujst haanula tlu' 
>faie ii^t^s jnr speciai i^duca- 
tM»n auh Coniplt'tion i-x - 
HHfT . in hu ' ' \ 

WYOMlXf: Tlu. .u.ti. ck-iKut- 
rntait id i^ducation i.- lajiuluct- 
ui^a seht>ol rinanct^stiidy with 
Heetntn M2 nuinies. Thei^hjec- 
tivu- ul' the ^iihU^ inehide 
tfu' fbllouin^; 1 . it; de\^uh)p 
and proniiJti' a [)liili)suphy of 
linancaal equal i/atif)n; U' in 
define cairrent anfi i^inerKing 
iiOiihtiai puiie^v Js.^Lii/H reiateci 
to the LKitKjuacy ot'prugrarus 
and service--: Th to study liti- 
i:at i{>n and legislai nai lhai 
uw^M nnWet WyomuiK^^ 
rent and future financial sup^ 
port ufschooLs: 4 \ tn deltM'niine 
what souria^s of reveaiue are 
anci may \w avaihihlu in \Vyn= 
min^: a? to develop a ptu'spec^ 
tivo m the ranunuations af 
(Vdural prograniH; and B » to 
itaistruel a systtan to deti'i^ 
min!; sehuul hu ildi n^^ I ilV 
replacement fbrecaHti ng. 



Appendix 

Glossary of School Finance and Tax Terms 



Thjh •ihir-^ary uiMiUitn- a ninniirr' n( £ fiiiciiiinii and -iati-tu al tt^rrii?^ tluit ;iiv 
iiT^vfl I n -chncn llnaneo rn^^i-nrrh aful {nil k'> analvHiH In uvdi^rin niiikr comfinrisnn^ 
<jf lax and i-xfM^ndit iirt' data ariinn j ^ch^ *m1 dr^lrict^. Lidjtist nifjn t s niuHl hi' madu in a 
numfiur nf nu'a^^li^t'^. Tht' purpns!.' j;i"tiu^si' aHiUHtniiMits rts ui'^-nft- a ^vi nl conv 
pariihli' nil m\>vr:-- a rui a ?-<'t uf rumniifn t f 'rrn:^. Si ant lard pn n'vdu run u rv unt'd lo niakr 
th<*T^i' a(lai? tn^«mt- and lU'' uln-sarv indiratn- h ; a -!}-?nf • ! in^ adjuHi niunt .mv 

ADA, ADM ADA u an alduM vk«uuii !ni -.Kidiait av-ra^o dany atl<^nd^ 

aaci- aiid ADM i - ail ahb;"i-Mati? >ii tur- iid^ nt aMTaL^f daily 
nUMiihi'r^hlp. ADA aiul ADM i\rv tho uriuMai iiira-aire^ 
tliat niii-i ;-tar!'- u-r la rt^pra^^^Mit da- nti riibt'r a! ud^'nU 
in a -^iiusil i\\:-{r\vt li a l iio pu rj^^ is*/ at i-akadal r Hfi ati- a hL 
ADA .piv^a;. - a^^;^ ili.ai ADM. 

Thr aH-.i'S>('d % aluatn>n niY>r{jpi'rt v \n ina^t htatoH ;^ usually 
k^^- than i fit- ina rkf! \ a llh' uf t la* prNj5i'i 1 a all it- r svur d^, 
iiH nufs ari= aim- tu -fl! pnipfrty inr li prict' hi^h»'r than 
t hr as-t'-Ht'd vaiuntinn nlMiiat [Trnjii^rtv. Ai' laujuh niOHt 
^tatc^ [ia\'L' i! lu^al slandai'd at which all prijpt'rty Hhayid 
a^-('HHt'd. a?isi'Hr^tui \ u lualaai^ iiri' liNiiin ly hrjow t' vtai I lu= 
If^al lustd and may ^ary witkdy ainonu JiHaHdictians in a 
-tatf Tlu- aituid ;i>.^v?-Mni'nt U'Vt^! a^r^r;.>naait ratio i> 
fji'fia rinnrd hs^ (M)aifjar)ju: artuMl ^i-sfss.'d valuation'^ tn 
niarkt.-t SailiLv-: 



^si^t-sj^^ifl ^phr a--t'>>rd s .dual! 'Mi is t la ' t nta K al ik' nt prnprrty. siiii- 

V'iiliiiiti(»n ji'tt tii []]{' priijH-ny i as in a ^^chonl <ii;=irut. 1 Hually, U is 

i-sfaiih-lu^fl hs a lural ^oviaaaiir nt nfliii'!^ and is only a 
p« ' ri'ntaur- nl {fa*niark«-t \aiu!=' ' Itu' pr^npt'rtv. 

^ss4»SNuci Bi'i aii^r hit al a-^srj^^irii; ; lirasfi lit inns in a >tat.(' usually 

\'n|iiiiti(iiK hasi- ihfftaiait ai'tual aHSp^smrnt ralaj^. the ra'portad 

Adjtlstt'ci a^^<'--*'fl va luat If in-- n*M'd i n hi' adpi^t r{i in ord; ^- ♦ - ■ onnipa iH' 

fh<an arn'^ai; -<;fM)Ml dKfrjrl^ '1 lu- Ih'^! u.- -la'h 



adpistni'aits in tainvcrl tlu' assrssi'd Vii what 
t}u-\ ssuuld \iv i{ all tntilUit'^ ,i^^vhr^v(i a ten! a| 

inarkrl \ [\\ur and ihiMi adpi^t tfuaii tn tin- atuiard, 
fnr I'saniphs MM ] M jH-rcfiit 'ila- niathcina! i al way Id 
i/iMki' till' adnJ-liia'n! i- fndividr Ihi' aHsi'Ssri! saluntM'a 
|i% f fii- a 'Ill ratifj and [Uidt S t luMa'std [jy O.MMM. 
"Idi*^ r^'-ull ia!|pf| ihi' iidjU^tf^H a'^-i'-^f d ^alu.jhnti 'Idu- 
h>ilu\*. ai.i I - iUi csaniph". 

rnn-iiliM' Iv,n -clionl fh; MicU. A and H. 



DiHtnet A haH ,in assesr^ed valuntion of 5200,000. 
Dutncl H ha^ an as^enH^d valuatioii of $250,000. 



rocusing ju^t on n^^v^i^vd vniuations, Dij^Lrict A would 
iippt^ar to bv- poori-r m pn)pCTty wDnith than District 
Mnsvtner. a^Hume that thu actual as^esisment ratio in Dis= 
trict A iri 20 percunt y^hilo il in 25 ptTCunt in District 

As?umin^ that ihv U^gal ratio is 38 1 a pi-rcent, thu cunv 
putatiun uf tile adju^tud lis^^v^r^vd vaiuatiun fur Dir^iriut A 
a^ tolluUH; 

'I'ht' cnnnunatinn tht^ adjusted as;-i'^-;rd valuatinn tor 

siiluatiun j hat i-. hijfh st/niMj| di:-nwi-l>^ tdU-ctivtdy has*' 
r^^' -arn*- tntal tax isa-r, tlf^pitf Uu- d inoivnc*'?^ in ihi* 



Adju-tiMi u-'-uHscd valuaiiim> niUH: lu- u^vd in compare 
proptTty wt^dth anion;^ ?-tdioo! districts anf! ^luadd bu the 
IjaniH an which >XHlv equalization iiid is nik ulatod. 

A^t^e^sed Tfiu udjUsLcd asHc-HHud vahiatiun pt-r pupd is ?hf' afiiustod 

Valuation Per asso:4;a^d valuaLUtn for a schnnl diHrra t jlividrd hv rhodi^- 

Pupil, Adjusted tns:t - total Af)A or ADM 



Cntegorir;j| ( ati^Uiirirai protfrani?^ vvi:ev lu stato aid that in dosignatid 

f*r^>j4ram.. 'av -pi t iiir [truizv.im^. Kx.iniplt^.^ wtnild he tr,in:^pnrtalojn 

aid. spt'cial rfinruticin iiui and aid for s^>rationni odiica- 
U\iU. nipiali/aiiisn Uirnmia aiii ih nni an {•xamplc ot catu- 
jjMrival aid inula tund-- i ru\ i(h' ucruTal aid that cim ht* 
JNi^d In] aiiv ]nir\)ii^t'. 

('orrfdnMi>n * 'to r«datM>n a -taiiMiral lovm irMiH'ai thu ndation-hip 

hfts\tvai tsvo varhihlus. Whofi lsv(i swirialjh'^^ aru said Ut hv 
po^itisrdy { nja'Mi,LU'(L a?^ onu vanahh^ inci oast'H tho othi^i^ 
\.inahK' aUn totids in l^uatMiHt^ Whtai two s^ariahloH ar<* 
-Mid In ni'Ljat \ \i'\y rfn f olatf^rh as r^n^ var«ah!f mcr^^a^os, 
lilt' niiu r \anal)lo triid- tcMiccnMist' 



Corrtdiition f'hi- roriolatmn t'njdTiiaiau is a ninnluT indicating tho 

( fn'fMide^nt co-t^ri'L' n! rfhitUHiship holw<M'n twu variafdos. HocaiiHt- of 

liir ssas^ a tfoajdatinn cooflHai-nt talt-iilatofj. it always 
vmI I ha\ 4i vahio hrtu rrn 1 ,0 aritl ^ H). Whtai i\\v Lorn - 
hilMUi rnrflii wait i^ aniund ■ U fi to • 1.0. llu- vari- 
.iiiir^ hasM a pi»-itn o ndat lan^^hip or afi' pi»sir iv<*ls' corro- 
lat*'si ■ ula-n ont^ winahli^ ^yt-- lar^ia iht^ othoi^ toruU t(> 
L<'f liirLjio' \\'}icn tlif corridat n)!i iDidtu lont i?. arnund /lOn, 
{ fir r svii s .a uihlr- da not af jpnai" f o h.i \ c an v rohit ninsh ip. 

5(P J 



Current 
^ Operating 



Kqunli/jition 
h^muilu Aid 



tivi'iy ccuTulutrci — as nru^ k^i^N largri" tlU' nt lu-r ttTui-^ to Jt-t 

('urMHTU uptMiiu im t'Xptiuiit lilt's Mu.'ludr iHiucalhin 5'\p^'n' 

us t'xpi/ndituri'^- ioi* adfninisirui i(!n. itiHiriu'T lun. MKurul^ 
anxv arul htuillh stTViUf;-. trnnspc)rtuti!?iK upvrMihin and 

fJi^^trict psfurr fipial i/atnMi * ' i"t'(i-i> ti^ u ^tuiu s-qui?!; 

si-h(M>l diMvivi to viu tijilinr- !;>i tHliuunion. In n purr IlpK 
pr?ju;riitii. tin- ?^tutj' ;juarii nitu-n lu bnih i)i(jp!M t> -pt rnr itrul 
p!-nprt1 y-i ich nchuol distrMi-M {\\v -atnt^ (Idlhir yti'lii l !u = 
-anu- [)]uiJvity rnUv In j^hiiit. tMpuil in\ rati';- |?riniuc-t' 
ufjiial piT^pupil uxptMidUuri'r^. In tin' piupiMly-p' )ur hcIimuI 
i\i<iV\i:l^. -taU^ inako- up \hv di^ivvynvi' hi^lv^vrW 
\^ n\i<vi\ liii'ally a n(i wfiat tht' stati' ^uai a Ji[tu'>. In piop- 
i-i lN a ich ?-chi>nl thrtnrts. I'XLH'^s ! uri(l>- ina> ur u\a\ nal lu- 
^^i MraptnrMfi"^ by fhf rliilv atui cii?-ti liuiteii In thM prnp^'i tv^ 
pi»t>r ili^lrit/t^. Mu?-l ilPH M.iiv la^s> (lo nul incliaU' ii'i-ap- 
! urr pj 'j\ l ann^. | [av. t-^ tM\ Mnn la na . I tah and U i > ai- in 
havr liuUi f rcii pi u? r nifLiunuNui^ \n Uumi ik-^s --ciHnji 
nnaiirr lawH DPH pi^n<j:ranis nrt' ^!\aMi ditUM'tau itnini*-^ in 
niaiiy r^taifs influtlin)^ ^iua ra nt tu^cl Uix fnir-r pnjyrarn^ 
'CrrH-, ^uaranttH'd > ifhl pm^iran]?^ iuul piMrunta^t' lupiah 
i/in^ priji^ranis. DF'H prn^i'ani:^ (luaif^ an tlu^ id)dny io >up= 
pal ! < duralajn arul, thiiH, tai lia Ht'iM iu^ local f iHra! rah* in 
I'dutatjan dtaaHinii rnaklliM^ f)|-K NViaild saUHlV thf ""t^isi-al 
fHMiirai It v^^ siandniii vsiifioiil afhu'\;n^ ' iinuarfuiis " 0} 
I'XfX'iuiii ME t'H aiilanj; hao! (.li^tl icti- 

'I'lif ' ida-^i M^f t>" nf !ax ri'^'ClHK*^' J^^'lnrs to f lit' r*--^!i!inr 1 \ 1 fl^^^ 
ii "Mu* r(*voniM-^ irain a tax (u t'han)=;i's in sariau-. in'oraiiniv 
!a;.t:a\- in statt i.v natia:;. Ir; ; a; tu-a!.;;=. palu^^^ : u k, v.- 
niay want to kni)sv whetiita^ tax li'WMHu-r- wi|! hua=t'a;^t^ 
vnDvv lapidly. a?^ lutpidly. or rapidly than rliani^r?^ ui 
pi-rr-onal inunni'. 'Vhv ri'va^niu^H frnrii an cda?.!u- tas \vili 
incaa'asr by inuiU' than um' pu/ccait Inr !'afh lair jii-r a-i-rit 
tduinyi' m pfrhonMl i!U"(nius huajinf* taxt's air Lisiially 
tda-^tic tax sosirci'H. In yonca^iL tdaHlic tax r^ain'ros Imwv 
pi'Njjrt'HHi pattt'rns ?>(" iiicidiMua' and incdaslif tax ^-all^i^'>i 
liavr rr^ri^s^iN^M [jatt«^rnH 1 luatjciUM'. iCxiH'Tidi! n? i' «da^^ 
iKaty ?nav h*' durlnpfl ^frnfiarh 

f'a{iiah/alinn Inrniula aid I sna fk aal a^-^i^-tanta' ^ivi'U by a 
lliUhia^di*v(d ^asa^rninnfiif !|r* slato - in a Ifi'iVi'rd^-Vi^l 
i/iAaTiinuaU ?^t'honl distrirU in (Mjiiali/M ila' fisiMl 
^itijatiafi a! (fir laUtM^di'V**! <4<?viM nnualt . Hprati-'i' srhiml 
di^lrit-ls \ary in (fu'ii ahililli's ta raisr [irfjfifrty fax did = 
lars. rtpiali/at inn Inrinula an! i-^ alhjratt'd to niaki' thn 
ai>ilifv la ra)^t' ?*urh Incal lundH fiii tU'arly t'qua!. In Liu:! 
I'raK ctpial i^at laii {nrinula aid Mu icasos as tlu^ pi-r-pupi! 
{a'npcrly Wi'altli id' a ^(dinid d i^^t i u'l fjct rtNisc?^, 
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f-ati- ifKii ishh -liwMi! f!i^ti=i(1 -lu-i Imi -tjii, ^ , jn 

p;;rp..^f^^ .liUrfan. - hi-turri: ,^ fiaf a ha . = 1 i Ka.." 

^- l ? ai-c-. I iMirintiuiii l.ix r itt- .ifui rhr ri^ir id = ih'Mi 
?A;M^ri(iinir.- tiKiclr Lip iM >Lir^^ aal In lih- pa^?. iuiiniJa- 
■-i'fi p!"i!i:ra'S= -Arrr irfprrM^d !i' a -= i j i ; ii i r? j i ; n ; 1 1 al; il i nri 
pmujaar- aial Tuuiuia! inn Irsr! ij! t'\pi = fi(i!li, li- ua^^ 

piiN - if:.s 1': .!a', . ifiipii in^ntrn N.unfLUi.a; pi nrrain^ 

:;-a.u!N vv^iuiii^ ail i-xptauluuM- pT-r pup.i a! a[j-i\*' tla^ 
;■ i f :• ai - \ t - .i r •= -fair ii riai^p I' ui i i la ! h ) M [li o t4r an ! Ui a J-^ 
u: U;^' p.a-p'j}M! r \ avl j ? ; . ^ !.^\-.'| inrj Omj- -riha-u'r^ (fir 



i'ullStiiiv 



f^ai -l-Al* a^-U!npt|nn ■ l*"SA 1- a ^^y\\>in\ 'inaia'r prnjjr.tJii 
■^i vviihL \\u' Ma!*' p;iy- laj^ .*\\ rMia.ati.ai ru-|- and ^rt;- 
»ap;a^ iiri'-pljpll ^■xp,■Il.•^;turt■^ ih al! lasn! fii:.(ru|s r'SA 
v'. uu!.j ^-a^H^ ^ \ "unflorrnil v" vt /inria rd ; a . ( In U ) r\ 

ifau hil- Mii^ -.late ^{f^rr-ninian Mi? K a--ti[iH'M tiiu-! n- tfi«' 
' ' \n,n\u- i'diivnt inn. 



'i-i^' ' -'aiK ini-ia*' iiMialU !- fha? r-rfjailrrl jn tha M)70 
{ > ^ *^n' a ii I fH-anir ha" l!Jn;i Ifila' i rnr an a f a,. 1 1 

ai - '■ii.Hil i\]rti u f ,a i' Mink nviU'\i <\. f h»' ni^'cllan 
na ani! fHj a! •]{' i Ht^f aiu' iif ! fia f a rn [ ninhvav hi ■! u aan 
thr !it\=w-.r- af.'! iIh" fiu;f!i*:'-t ifiininr fanitlia ;. 



Municipal Municipal o^'orhurrifn an ur^uriU'nt ihiu rv^vi^ lu liw 

Overburden H-cal poHitiiHi of liWiiv (.■lii-H. MiiniciiKii f)Vf.'rhi!rdHn 

fjjudt'S the largt' luirdiTi tjf nunoci lu-iit mui Hfrvicpc^ that con- 
trni I'itu-s must provifk' and that nif*?=^t nth^T lUf i^nic! inn- 
di) nnt ha\ Id pmvidi' or at iua^t dci nnl havu tn provifiu m 
rh^' samu c|uantity. rhj.'S" nont ducatiijn -^rx at-i^s iiiiiv = 
cludr ah(nfsH=i?raKt^ harts iu-idtfi and h!i-pitaU.!at icm. 
publiu fi'ju^inu. pulicu. Urv imd sanitatinn ^LTUcrs. ThohU 
ia^h nont^ducation fl^^cal luirdcn^ mt'.tn that iHiiu-ation 
miiHt ufimpotL' with nian\" iithei' functJunal iiri-an fur uucli 
ioi/al lax dnllar raiH^d. ihu^ r^-duLang ibv ahiliiy \d lar^t- 
ciiy sfihoul diMncls Id vuit^v rdiication drdlar;-. Tlu- iVcal 
.^qijtn'/t> cauHi'd h thf sc^rvit'e ovurhurdc n, t(Ji:t'iht*r with 
* hi' a*nct'ntration uf tin* ^Hha-ahr jnalh, diMadvantiVj^t^d and 
rhildrvn m nv^.'d of hpC'CLjt tduiatmn si*rvii:t'?i in ciiy 
-chnuU, puts ^^-nira! city Hchii^d districts at a lineal disarl^ 
■ ajilLi:^^ ai ^Lippnratnu ^riiOid rMa^% ua'S_ 



Pvrvvniniiv 



.A p! uL^i Mr \ ^ ■ lax 
\i\>iii' rlian liiL^orTiu a- 



las liial iniaiUiM'S priipiurtiiaiat'ds' 
nu-niiit* U-vcl al thi' taxpayer in = 

■r\\^.- taN ]^.i:hdnLa.a);<j taApayciv; 



%*-dj pay a larKt^r fH*rcunt (>l'tht*ir incomi*^^ toward thlH tax 
than It)W-incume taxpayi^rH. 



Properly I as 
Cirruit Breaker 
Progriim 



A pi iipi'Tty tax cnciNt lirt-akur priJ^fa/ti i?^ a luX ridjtd'pro- 
jirari!. ii?-ua!K" luuinut-d hy ihv Htati^, tliat Ibcu^eH property 
fax nditd (jfi particular hf)u?i»jh(dds presumed tu aver- 
}^urdi-n<'d by prf^p^^ny iiixvs. That in, it in intended to re- 
duta' prcsunied ri^K^"»-'^^i ^'i^v *>t" the property lax. A typical 
ciiviitt breaker attemplH to limit the pruperty tax burden 
to a f)erv.a ru tjfMintischajd ineoniu and applies amy to vvsi^ 
di-iiHik] [jrapi-rty iu At-r-. 'Uu^ [a-rcunt usually nst-s as inctaiie 
risi^s m an attiaiipt to rnaku thi' overall burden pr ^^res^ 
>\\r MoHt htat o^ enartt'fi ci rcu it breaker programs in it nil ly 
jU/t lar seiuar citizenr^, f)ut a fV^v statics have t^xtunded cir- 
■. ' \it hi isikt-r hent'fits to all inwa ncotnf hunsc-holdH, regard- 
It s , f:\' ih\ ;aa^ of file h^'af^i oi' the household. 1'he cu'cuit 
afavi^-^-r eas^'d a^'tiial or j'^tinKiti'ci paid on rt^ni- 

d^^nti^i propca'ty r.fal [tmi'iiilly lakrH tjjp form tjf a crt^dit 
on ,«tati' I ntoinf^ taxt 



Property I ns 
Ineicjenee nr 
Ihirden— 
* Traflilional atuf 



The trafiiti^^na! va_>\.*' of" prf?pi'riy ta\ incKh'ncu divided 
lia* ta>. into two cuinpnra^nts: that, which ttdl ori land and 
ill at winch i\A \ on iniprtiVi^nis'iit.^. ias. Htruciurc'H. Pro|)('rtv 
taxes on land were aHsiiiafd to (all an lanchjwner?^. The 
pai-t on iinpro^aanpnts was assurnj^d to fall on hointa>wnurs 
ui I [ir r-i-e o( owiieri hotnes, lo he slaiUal lorwarcl to tenants 
Ui tfu- r ,=aM>t' renli^tl rehitli-rieo?- and to be shilied forwarcj 
\(- (aai- aojoN in ihe east* ol Pjxt-- fjfi husme;:- proportv, 
X?-arK all enipn aial stuflir- ha^^al on the tiadithinal v it'sv 
hMiad Ihi' ineifhaHa* patlorn to result in a ri^^rof-sive 
hurdi'n dist rihui aj/ k nnirk'ally rj^^rt's^ivr in the inctinie 
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Mt^ruu- i-iUi^uit^rH ihi' lux to Im-. h;i=ii<;n 1 ly , a linilnrni lax im 
!ifMt[--i!v in thi^ (uuntrs-. Huch inx iHii'n«' in- liv/tj- 
r'lr- ii! i';ipiia5 .ulii. ihii;-, thi* i5'jrilHi=i fiiHtr=iniit Ion putU'rn 
;s p]'i?U!-(-?-:'!vc- Aithuuaii thr nru s ii'ss a!i!i'v'>H tur fiiuciinra- 

• inriH ruM^iMj by .k] inil trii t;ix rat*' f i i ( iVrt'iU la I - aumss ilii/ 

ill ry .itilua'riU^ -i! tlu' ilrw '. irw huhl f ila t c % r n wl i !u ht' 
nii-iir U';itujii.- fht^ (ax wonif! i-xfiiKi? :i arnu^ '---i ^ f [jathaai 
auadtairr uvpr rtuich (.iii: rati^i' nt hHiiily MirMnit's 

rroportlonul A nrias^Jiiunal i- a I,ix thav cnnsuaa-^ tlu' ^:)tv\' It^-V- 

■ ■t'Ut (-1 ;a[ni!s iikisair at all irirnrn*- l-'Vi-l- 

Pupil- Wi'i^hh'fl A ;ju:al-\\^ ■.:IUrtl -s^ir'in ih a ntati' aiii >yst<.-!n in ^vha^h 

Sy stcnis ar auMl^ ni v ui Vt-n (liHtaa-nt nyiU^ ha-^'il iw. thr t^si iniaU'd 

\\ ^Mi^h ttul-Pupil :fs-unu;d [jI ilu'ir tHlnt-atiun pr*iUiani: ai-i ih ailo- 

Prfi^rnfii iNi I I'd nn th« ' t)aH at llu' I ni al iiu fni)rr d! \s t-i uhl t^' i ^Uld''n ( 

• - 'aH K llaM > ^-dar;*! inn rir-'-a?' H--^ ^ ! - 
i iifi-nii'iMMl Ihi' ^lanrlai'd ta'nurani and \^f = !u!iU'd l.d. I'nr 
-=I;itt'~. -lU-h a- f^lorida. ih:a riiiH.-t' in an^c-l riKirf dnliat^ 
Ml : iir !■;: rU ?^\ = fi( Vt^a !>. [ H: j m ; a *j;radi--^ K = » j ,i M' \ r i i a 

a^iNiji-r if^aii 1 0. ivnK'aMv ;M''uind L-l (f! (ttluT 
-lar-i':-. hiuii si'lHiul .-ludtait' aia- %sa'!L:lHa(l alioiii \ aU 
! li!- !ij li r lir.^M -t'cnndarv \s i-iuli t i aL4^ '^l«>^vl > a rr lua iiu id inn = 
Tiu^ l^-a! rnajnr pi^n|rp; | rn ni aUc ariais ulii-ia- rajaiia- 

j'dut ii t i'>r). Munda nu-hulrH wrj^iu?^ Ifjr la ildaacail vi\lv- 
U!>ra> u! ^ni-tial taiuratitin and ii dilivivwi rat * '^oi'ifs oi 
oral jnfia! f^^dnratnai \V!a^iiU'd^p5.j[>d pnjUrains. [ luMM-ifiraa 
in=rj!t^ni/i.^ lh.it it cur^tH inara^ tu prasadi' an i'duciiUnn prcH 
Ulliin far NiMiia ?-tudta!tr- than Uiv {)i\]i'Vs and Hududi^s llu' 
r St t a-t^ %aa a iagiua^ Wia^ii 1 1 ii^. St at i* aid tlu-n caUah 
hiffMl and di^r jdiutril ifii fb' naHi-< nf^ tlh* tntal niirilhcr^ iif 
svrjt^ha-d -tud(ait> irl viWi, SLdlnni uiHtiact. 1 )rt i'raiinung 
? I r ipni'inr i.i t^' s\! iuht In a dliruadt niatii*r. 

Kr^ri'S^i'. t' Ta^ \ i -w ^^ Uw \- a Uix tfaif in; - ^ pi^npartiaiia hdy 

ir^:- rnconu' a?- thi' incnrTu h'sid iil tht' taxjiayiT in- 

Lit'. t^t t ruiur a L^i \ a tax. iinv-iricurni' l axp,iy?.a ^ \% lii 
[\ hi i'^ia^ p! all ! nf f hiM rM rU'fHnt's t ( nvaril this ta X t han 
hi^fia fit-f ana taxfias ar:-. 

Itovt'niu* (lap A vrSi^niu.^ iJap axi-t;^ wlu-n prpjtMded I'XfaMidituraH axtna'd 

pf {)j(u=t<'fi tax ri'vaiuk'h. Aliliaii^h ri'VutUH* ^4**P^ u^uaM y an* 
nni aUowod tn axi^t Hi fact iar L urrfMit f'ir^u/d yt>arh. i)t' 
pni tiirUH' ufeliir proji'cted valuaH. If lun (auu' gap?^ iiri» pro- 
jiTli'th tax fata irua^i-aHirs i)V i^xpand ilun^ iaitn, htdh = 
L m] 'y (firnciilt, vvd I hi* r'tHiuna'd. Hf^vtaui^ ^aps u^ualh' oct'Ur 
svhtMi thi* tdastiuit y of' axp(aifj it uraH f'xcaafls tho tda^^ticity 
(d ravtMiiit'K. Thi>; af"tiai happtai- at iha stali* and hiual U'Vu! 
hi- aiHi- hlala and hiral taxi'H ara, in rna^l nistaiua'H, laHH 
i hi. tit' than ('Xpcaidituras. li'^tatOH want tn tdirninata thi* 
ncru I T i'rU'i- aj R'ViaiaJ' )4n.[)H and tiir caaistant lUa.'d ti) lt\^ 
{ r<'aHi' tax i Mtas iiv ckHa'aa-i' prtjjiHMad I'Xfn'ndUui'i* h'\'MN, 
attrtil nai luU^^t ha \nvv\\ ta ways tn iiua-taJHi* tia' ahistit'ity 
id^l .i! 1* I 1 ^ :^\>t laa^, aj-tiall v hy lIlcraa^^ r<d iaraa aw ! rv 
{•ainM lax!'^. 'Hi'a l^hlstirity ^■>i Ta% l^i^s {*n nasi. 



HO t 



School District 

Tan Rat€ 



Stjiti? Aid for 

Current 
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somt^timeH Tax 
Incidence) 



Tax fncidrnee 

Tm Shirring or 
Tax fncidunce 



SchiKii diHtrict tax ratf^ th<' li^vm states Usm to iJidicat*^ 
the iocai Hchooi propurty tax raiu. The lax rate qften if^ 
Htatod an the amnunt o!' property tax doIIarH to be paid A)r 
uiich SlOO of Hii^DHspfi valuatiun or, if given in mills, the 
rata indicate^ hf;w muur: ra^f^H for each llOOOornHsej^sed 
valuacion. For exsmp! a tax rate of $L60 pur hundrt?d 
dojlar^ of u^MSHFed valuation mean^ that a taxpayer payn 
S 1,60 for each $lOOof hinar her total aHsessed valuation: a 
tax rate of 16 mills indicate^ that S16 muz^t be paid ft)r each 
SIDOO of af^sessey valuation. 

Hitili} aid fur current optjratiny expfc^iiHes is the :^um of the 
equalization ibrmub Hid and categorical aid lor vocational 
educatmn, special edueation, bilingual education, trans^ 
portatinn and uthb^r categor;:^al aid programs. fSee Cacu- 
gnrica 1 Pm^r:imH. ■ 

Tt\K hvviU^n typ!^-;?! '■'■l" '!':^ \v th*.' vvr?vrx ut^in ^!uli^adua!V 
ur (ainih "s mcume that is consumed by a tax or by a tax 
^; stern: UsuaJK . one wantH to know whether a ^ax or ta^ 
h;.HLein's f)i^ra*jn disLnbuied in a progreHsive, prapur= 
tic)nal (jr n- ^re?i:=^ive ;nanner. In the United Stntes, a tax 
HVHteni that ir^ faogr^SHive csveral! soemH to be the most 
a^Vrptabie to a ni^^jority of people. Tax burden analynis 
takf;H :niuuceoiinL trie extent, of tax nhiiXing. 

Sue Tiix Skill inland Tax iiurden = 

Tax shil"tni^4reft/rH ti> the phennmimon svheruin ihij party 
that inUHt lejfally pay a tax, fcir example, a store owner, 
doe?^ not \n fact bear the burden of the tax but ahiRn the 
tax to annther party, for examplL-, the consumer of iteni 
that iif Hu'd in the Rtoro. Taxes can be shifted either for^ 
wardorbackw^ard, ?Yir example, hindlords miglit be able to 
shift thjeii' property taxes fortvard to tenants^ in the form of 
hi^hur rentsH, otid a business might be able to shift prop- 
eriy ur cnrporatt income taxt-^ backward to employees in 
the term of bv/i?r rfalarios. The abilitv to nhift taxes de^ 
pi/nd^ ii a variety of economic factor^ . ad therG is great 
dtdiate arnori^ econoiTiisls over th extei=' to which aome 
taxes are shilled. It is usually ai^reed, however, that indi^ 
vidual incnnie taxes nre not Hhiftud and rest on the indi- 
vidual *i\:<pr.ycT. U ol^n generally is agrfTd that sales taxc ^ 
are Hlnfted to the cenHunurr, There is argument over the 
extent to which corpcirnttj income taxeK are shifted to con- 
?^iiuu*rs in thu form of higher prices or to employeeK in the 
lii^m oflfiwcT ^A?a|^eH veri^un fulling on the Htockholders in 
the torrn of losver dividejids, Tnere is also debate about who 
elfernveiy payn tlw property tax. Tax incidence analysis 
exai niies Ikjw various taxen ninv or mav not be shifted. 
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